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P E E F A C E. 



Theee is nothing more easy than the Currency ques- 
tion. In a recent debate in Parliament, Mr. Glad- 
stone declared that it has made more lunatics than 
love. As far, however, as the majority of the public 
are concerned, its perplexities are occasioned solely by 
distrust of their own plain sense. Instead of asking 
themselves what it is they consider to be Currency, 
and would take as such on all occasions, they consult 
a multitude of discordant writings ; and because they 
find each more or less incomprehensible, and at vari- 
ance with all the others, they fancy there must be 
something in the matter scarcely to be grasped by the 
highest exercise of reason. In this way they come to 
distrust such intuitive perceptions as would present 
themselves to any one to whom the subject might be 
broached for the first time, and are afiraid to suggest 
the truth in its simplicity, lest they should find they 
have exhibited ignorance, and provoked the scorn of 
philosophers. 



IV PREFACE. 

Those who hope to find any abstruse propositions in 
the following chapters will be disappointed. Their only- 
object is to enforce the facts which have been known 
ever since the world began, that when men enter 
into mutual contracts, no means can ever be invented 
honestly to alter the nature of such contracts, at the 
pleasure of one party, and without the consent of the 
other; and that if a man parts with a commodity 
called wheat, coal, cotton, or anything else, for the 
commodity called money, he is entitled to have the 
agreement fulfilled in the precise terms in which it 
was made. 

A nation can select any commodity it chooses to 
adopt as money or currency. Some have decided upon 
silver, and others upon less convenient materials. In 
our case it has been fixed, that when a person pro- 
mises to pay a certain amount of money, he shall be 
held to have meant simply a definite weight of gold. 
If a man buys 3 bushels of wheat for a pound, to be 
paid two months hence, the contract might be simply 
put into these words : — " I take from you 3 bushels of 
wheat, and promise in sixty days to hand you 113 grains 
of fine gold." The principle is just the same as 
if he were to agree to deliver 10 yards of cloth in 
exchange for a watch. Each would be a case of barter, 
but all men find it more convenient to barter gold 
than anything else. 

What would be thought, however, if any set of per- 
sons were to rise up in Parliament or elsewhere to 
proclaim the doctrine that an individual who had 
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entered into a legal contract to deliver 10 yards of 
cloth, in exchange for a watch, should be allowed, 
when the time for carrying out the contract came, to 
deliver something else that might be more easily pro- 
curable? That if cloth, for instance, had become 
scarce, and leather cheap, he might hand over a pair of 
boots ; or that, if this seemed too outrageous, he might 
give his own promise, or the promise of some other 
parties to deliver the cloth at a future day ? Would 
the proposition seem so difficult of comprehension 
that the whole Legislature would discuss it night after 
night, to determine if it were consistent with the prin- 
ciples of justice, and such as ought to be entertained ? 
Would the public buy pamphlets on the question, and 
go mad in the hopeless endeavour to avoid its fascina- 
tions, or understand its real merits ? 

Yet this is the sole point involved in the great Cur- 
rency controversy. Men who have engaged to deliver 
a certain number of pounds sterling, — ^that is to say, 
a certain number of grains or ounces of gold, and 
who have used and enjoyed the goods for which they 
have agreed to give this gold in barter, are always 
clamouring, when the hour arrives for the fulfilment 
of their part of the contract, that some method should 
be adopted by the Government either to increase the 
supply of gold, or to allow them to substitute for the 
promised amount a written note engaging to pay it at 
some future time. In great crises, the public are 
divided into two parties, that may be represented by 
the clothier and watchmaker just referred to. The 
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portion that stand in the place of the watchmaker say 
to the other portion, we have deliyered to you one 
/ hundred watches, now hand to us one thousand yarda 

of doth. The indehted portion repel the demand, hy 
the cry that they are imder terrible pressure; that 
when they promised to deliver the cloth, it was cheap, 
and they thought the profit of the bargain was to be 
all on their side ; that there has since been a sudden 
rise in its value ; that those who, under such circum- 
stances, would require them to meet their obligations, 
must be cold-blooded extortioners ; that although they 
could get the doth well enough in the open market, 
by consenting to some sacrifices, or by the exercise of 
their credit, if they had any, they will neither make 
sacrifices, nor employ their credit, nor honestly admit 
that, being without sufficient property or credit, they 
have made engagements which they had no certainty 
of being able to fulfil, and must submit to the usual 
course provided for such cases. They insist that Go- 
vernment should come to their aid ; — ^that is to say, 
that the body constituted for the sole purpose of main- 
taining equal justice between the two parties, should 
step in to the rescue of one against the other. The 
Minister consents, and declares that he will allow 
notes to be issued in the name of the Government, 
promising to deliver the cloth upon application, while 
he knows he has no means of doing so, except by 
taking it from a store set apart for another body of 
persons who also hold similar notes, and that if by 
chance they were to come upon him s^t the same time. 
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he wo^ld be obliged to avow that their cloth had been 
made away with — and this for the sake of cheapening 
the market, for the "relief" of those who had to de- 
liver cloth, and the loss of those who were to receive it. 
To expose the character of such movements, to de- 
fend the rigid enforcement of contracts, and to point 
out the demoralizing effect of the doctrine, that the 
State may sometimes with advantage sanction the 
violation not only of the statute law, but also of the 
natural law that regulates the general course of trade, 
is the sole purport of such of the following Chapters 
as relate to the question of Money. Among the other 
Chapters, observations will be found on the laws 
which regulate the formation of Joint-Stock Banks ; 
and here again the point contended for is simply the 
old one, of the right of all men to make such contracts 
as may seem proper in their own judgment, always 
provided that such contracts involve no violation of 
the rights of others. Both on this and the Currency 
question, the grand dogma iavolved is the propriety 
of an adherence to principles or fundamental truths at 
all costs ; and although in the debate on the introduc- 
tion of the Bank Indemnity BDl, it was remarked by 
one member, that he hoped the Government of the 
country would never fell into the hands of any indi- 
vidual hardy enough, in the latter case, to carry them 
out ; and by another, that no minister should be " so 
infatuated in favour of an abstract principle, sotmd 
enough m itself ^ as to refuse to incur the responsibility 
of relaxing it,'* the belief may stiU be entertained that 
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in this, as in every other case in which a similar battle 
has been fought, consistency against expediency will 
ultimately prevail. 

The remaining topics touched upon are, the condi- 
tion of commercial morality in London and elsewhere, 
and the eflfects to be produced by the Californian and 
Australian gold discoveries. The chief article on the 
latter subject was written more than five years ago, 
but subsequent events have not seemed to necessitate 
that it should undergo any modification. 

In the Appendix will be found the speech of the 
Chancellor of the Exchequer (Sir G. C. Lewis) on in- 
troducing the Indemnity Bill, which famishes a most 
lucid narrative of the series of events which terminated 
in the transmission of the Government letter to the 
Bank ; the speech delivered by Lord Overstone in the 
House of Lords on the preceding evening ; and one 
delivered by Earl Grey on the final passing of the In- 
demnity Bill. An extract is also given of the City 
article which appeared in The Times ten years back, 
on the day preceding the first suspension of the Bank 
Charter Act in 1847. 
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L 

An outcry against the Bank Charter Act is an inevitable 
accompaniment of financial pressure. In quiet times^ suitable 
for the discussion of such a question, its opponents are unable 
to get a hearing. When everybody is inconvenienced, and it is 
agreeable for the public to find something upon which to vent 
their dissatisfaction, the Birmingham Chamber of Commerce 
and its imitators lifl their heads, and multitudes are ready to be 
persuaded that the measure of Sir Robert Peel is the cause of 
all their suffering. 

Happily the whole matter can be put into short compass. 
What is the groundwork of the Act, and what is the system 
recommended in its place? The doctrine of Sir Robert Peel 
simply was, that no currency could be considered perfect 
which would not, at all times and under all circumstances, 
maintain the same intrinsic value, and it has never yet been 
shown how this is to be accomplished on any other principle 
than that which he established in 1844. At that period the 
paper circulation of the country was nearly the same as at 
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present, and consisted partly in notes of the Bank of England^ 
and partly in those of joint-stock and private banks. Supposing 
this circulation to be required solely for internal commerce^ 
no necessity could exist for gold being held against any portion 
of it* A deposit of Government stock, or the fact of its being 
receivable for duties, would at all times keep it from fluctuation 
in value. But as we require gold to meet balances of debt to 
foreign nations at periods when our exports have not been fully 
su£Bcient to pay for our imports, we must have some means of 
converting our circulation into this material. The bank-note 
professes to be good for a certain weight of gold. It is on the 
payment of a certain weight of gold that every contract through- 
out the kingdom is made contingent. If, when the merchant 
wants this gold to send to his foreign correspondent, he finds 
he cannot change the notes in his possession for the full amount 
they purport to represent, he is a loser precisely to the ex- 
tent of their deficiency. Absolute and immediate convertibi- 
lity is therefore a necessity admitted by all except the few 
dreamers who find voice at moments like the present. 

But it will be said, *^ If that is the case, the Bank should hold 
gold against every note in circulation, and as the paper now afloat 
in the country is £33,000,000, while the gold at the Bank is only 
£11,750,000, it is evident that even under our existing system 
the idea of perfect convertibility is but a fiption.'* Practically, 
however, there is no fiction in the case, and it is capable of 
demonstration that, under no conceivable circumstances, so 
long as the Act of 1844 is in operation, could the supply of gold 
at the Bank fall short of the demand. To carry on the internal 
trade of the country a certain amount of currency is essential. 
In proportion as the currency becomes contracted by the con- 
version of bank-notes into specie and the transmission of that 
specie to foreign countries, the value of what is left steadily 
increases. The rise in the rate of discount thus occasioned 
causes universal economy to be practised : imports are counter- 
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manded^ exports are stimulated^ foreign balances are called in, 
and in a short time the exchanges turn in our favour^ and gold 
flows back upon us. It is evident^ therefore^ that the amount 
of the currency could never be reduced below a certain point 
without producing a pressure for money which would not only 
infallibly check the demand for gold for exportation, but would 
turn the tide, and cause it to be sent to us. The question 
arises. What is that mmimum point ? since, if we can ascertain 
it, we then get the limit to which we may safely issue notes 
without the necessity of keeping gold against them. Experience 
seemed to show that £22,000,000 might be taken as the total, 
and this was adopted by Sir Robert Peel. The Bank of England 
were consequently allowed to circulate £14,000,000 based on 
Government security, and the provincial banks £8,000,000 on 
their own responsibility, subject to the condition, that in case of 
failure the privilege of issue should be withdrawn from them. 
This £22,000,000 may therefore be regarded as the fixed internal 
note circulation of the country, while all beyond that must be 
represented by gold, and, consequently, be liable to fluctua- 
tions in amount just as the course of trade may bring specie to 
us or take it away — these fluctuations being precisely the same 
as would occur if our entire circulation were metallic. 

A more simple system or a clearer principle cannot be con- 
ceived. The next inquiry is, What is proposed to be substituted 
by those who would sweep it away ? On this no half-dozen 
persons have ever been found to agree. It is exactly like the 
case of a continental revolution, where there is extraordinary 
unanimity when the existing ruler is to be overthrown, and 
nothing but anarchy when the new one is to be thought of. 
There appears a great amount of opposition to the Act, but 
probably each among the thousands who denounce it would 
turn in its favour, if he were told it was to be done away with 
without his own peculiar crotchet being adopted in its place. 

There is therefore no opposition whatever that its supporters 
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are called upon to meet, unless they can be expected to deal 
with each of these theorists in turn, instead of leaving them to 
contradict each other. Nevertheless, the mischief of the con- 
stant outcry is such that a re-discussion of the whole question 
in Parliament cannot be arranged too soon. We shall then 
once more get upon record the reasons to be given for the 
various suggestions which, in the absence of examination, are 
idly accepted as embodying everything that is essential to pre- 
vent " enterprise ** from being checked, or unlimited expenditure 
from being followed by pecuniary derangement. We shall learn 
the motives which should prompt us, when gold is leaving our 
shores on account of the rate for money being lower here than 
elsewhere, to resort to an additional issue, and thus increase the 
evil. The question, " Why should there not be free trade in 
money as in everything else ? '^ will also receive its solution as 
well as that concerning the nature of the peculiar call to suspend 
specie payments during war, while, at the same time, the axiom 
put forth by the Birmingham Chamber of Commerce, that but 
for the Australian discoveries the bill of Sir Robert Peel could 
never have worked, will be fully brought up for illustration. 

It will then appear, perhaps, that the supporters of that bill 
have not necessarily any objection to free trade in money ; that 
they see no reason why the Legislature should interfere to prevent 
individuals or companies from issuing their promises to pay in 
any form or to any extent to which the public may be willing to 
receive them ; and that all that is absolutely contended for is 
that these notes should not be made a legal tender, and that if 
the Government compel people to accept any set of notes as 
equivalent to gold, the convertibility of those notes at least shall 
be protected by an unswerving law. In relation to the war, it 
will be told why we should give the signal for a universal hoard- 
ing by decreeing a suspension of specie payments when the 
foreign imports, which alone derange the balance of our revenue 
and expenditure, must be still paid for in gold, no matter to what 
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contrivances we may resort, and why, if the use of the national 
credit be necessary, it should not be adopted in the legitimate 
form of post-notes, bearing interest, instead of by compelling 
creditors to receive their claims in paper at a discount. With 
regard to the effect of the Australian discoveries, it will be for 
the ingenuity of the Birmingham Chamber to explain how 
the working of a law, the principle of which is merely to regu- 
late the relative distribution of gold between this and other 
countries, could have been in any way influenced by the quantity 
of that gold that might from time to time be in existence. In- 
asmuch as the fitness of gold for its functions depends upon 
its relative scarcity, and if one half of the quantity existing in 
the world were swept away tomorrow, the remaining half would 
then be equal in value to the whole, it will likewise be requisite 
for them, if they intend to intimate that our circulation has 
received any intrinsically valuable addition from these disco- 
veries, to show the manner in which it has been brought 
about. 

That some modifications of the measure, which in no way 
affect its principle, are open to debate, is admitted. It has been 
questioned, for instance, whether, in fixing the amount to be 
issued by the Bank on securities, the limit of £14,000,000 was 
not unnecessarily low, although, supposing such to be the case, it 
is an error on the side of safety, and the fact must be borne in 
mind that if it were raised to £16,000,000, or any other point 
considered within the verge of prudence, that verge once attained, 
the operation could never be repeated. Some defects have rea- 
sonably been complained of with regard to the periods within 
which the country bankers are compelled to keep the average of 
their issues ; and, lastly, the Government are open to serious 
reproach for not having filled up the deficiencies in the country 
circulation which have occurred since 1 844 through the failure 
or retirement of individual banks. This, however, is a fault, 
not of the act, but of the several Chancellors of the Exchequer 
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who have neglected the special provision it contains for the 
purpose*. 

The circumstance of the Act having been suspended in 1847» 
is an argument used by those who are unable to show that it 
has any inherent defects. But its operation never was suspended. 
At the very moment when it had accomplished all that had 
been anticipated, and when a reaction had palpably commenced, 
the public were promised that, in case of need, it should be set 
aside ; but this was simply to allay a panic, in which the loss 
of self-possession was such as had never before been witnessed 
in a rational community. Sir Robert Peel could foresee the 
natural operation of the Act, but he could not foresee the insane 
terror which the misapprehension of its possible consequences 
would occasion. That it was the terror of the Act, and not its 
operation, that required to be palliated, was shown by the fact 
that the moment this terror was removed every man found 
himself at ease. To deal with the public according to their 
irrationaUty it was necessary to suspend a rational law, and the 
penalty has been, as was predicted, the growth of a belief that, 
by getting up a panic at any time, the Government may be 
forced into a similar concession. Under such circumstances it 
has been naturally asked, whether it would not be better to 
abrogate the law altogether, and to indulge the public with 
experiments until they shall have satisfied themselves as to what 
they will be prepared to maintain? General uncertainty is 
more fair for all parties than fixed laws, which are only fixed as 
long as there is no agitation to undo them. 

Let the Act be set aside and one thing is inevitable, namely, 
that the amount of the circulation must thenceforth be left to 
the wisdom of the Government or some other individual body. 
In fact the ccmferring a discretionary power is what is clamoured 
for, although it was the necessity for the abolition of this dis* 

* Since this was written the deficiency has been filled up by an extra issue 
of ^475,000 authorized by the Goyemment. 
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cretlonary power that compelled Sir Robert Peel to legislate. 
Instead of leaving the fortunes of the community to be liable 
to peril from the caprices of individual judgment, he placed the 
currency upon a footing to be subjected to no influences but 
the natural ones of supply and demand, so as to enable every 
trader who would take the trouble to observe the course of 
the exchanges to exercise a discretionary power for himself, and 
not to look for it helplessly in official quarters. It will be for 
the people, through their representatives in the next session of 
Parliament, to decide whether the responsibility thrown upon 
them from this condition of freedom is more than they can 
bear, and if they should answer in the affirmative, to select 
the functionaries, either at Downing-street, or at the Bank, that 
shall for the future have the control of their fortunes and be 
responsible for the prevention or mitigation of all financial 
troubles. 



II. 

Some of the opponents of the Bank Charter Act have pre- 
pared for the non-adoption of their views by alleging that the 
labours of the Parliamentary Committee will be neutralized by 
the Government having ariaved at a foregone conclusion. It is 
essential that this impression should at once be checked. The 
committee will afford means for every doctrine in connexion 
with the subject to be clearly put forth, and, if those who demand 
a change of system fail now to establish their propositions, they 
must be prepared for the future to acquiesce in the settlement 
that may be arrived «at. The Government, in granting a com- 
mittee, while they were satisfied that no material change is 
required, could have had no other motive than that of giving to 
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all the theorists who have appealed to the public during the past 
ten years a full opportunity of explaining themselves^ and of 
thus placing upon indelible record the substantiation or failure 
of their respective creeds. If any of the witnesses make out a 
clear case against the Act^ they may rely that neither the preju* 
dices of the Government^ nor the efforts of a committee, however 
it may be constituted^ can prevent the triumph of their doctrine. 
The question is one above all others capable of exact demonstra- 
tion. Imagination can exercise no influence upon it, and it is 
also wholly independent of the bias of parties or the selfishness 
of established interests. If any one can prove to the country 
that there is a method of permanently placing a greater amount 
of money at its command than it has ever before enjoyed or 
hoped for, or that commercial vicissitudes may be prevented, or 
that over-speculation, and the disasters that have hitherto at- 
tended it, may be rendered impossible, he will confer a benefit 
on all alike, and his discovery will be universally welcomed. 
He may be sure, likewise, that it will spread over the world 
and be eagerly seized by every civilized nation that has ever 
found itself in want of means. With this encouragement there 
will be no excuse for any one to hold back on the plea that it is 
useless to contend against official pre-arrangements. Let it be 
understood, therefore, that now is the time to speak, and that 
this opportunity is final. It would be intolerable, after a Par- 
liamentary settlement shall have again been effected for ten 
years, for the public to be deluged at every crisis that may 
happen during that interval with fresh letters, pamphlets, and 
speeches, to show that instead of being consequent upon their 
own want of prudence, all these events are to be attributed to 
the neglect of some principle that might easily have been intro- 
duced for insuring at all times a never-ending supply of the 
circulating medium. 
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III. 

The Bank Charter Committee of last Session encountered 
heavy labours which are now about to be continued through the 
Session of 1858, but no revelations have thus far been attained 
to encourage the delusion that the means of establishing a ^^ suf- 
ficient currency/' such as shall keep the supply and demand for 
money always independent of any disturbance from the foreign 
exchanges^ are destined to be arrived at. The evidence taken 
thus far has proved voluminous; but however wearying may 
be their task, it is to be hoped the committee will not break 
up until they have given ample latitude to every gentleman 
anxious to unfold any idea on the subject. With the whole 
arguments of the various schools comprised in one book, it will 
be in the power of any person, even if the committee should 
abstain from reporting their own conclusions, to form a clear 
judgement, and the public will be relieved from a continuance 
of that issue of pamphlets — each propounding some obvious and 
infallible system, wholly overlooked by every previous inquirer 
— which has been kept up in an uninterrupted stream for the 
past twelve years. It will create surprise should it be found 
that the examinations have brought out a single opinion or 
statement which had not years previously been answered over 
and over again, but an available record of them will be invaluable 
towards stopping similar repetitions for the future. 

There is one suggestion, however, which, although more spe- 
cious than most others that are put forward, has been less dis- 
cussed than any, to which the committee will perhaps give par- 
ticular attention. It is founded on the cry of free trade, which, 
according to many recent signs, seems as Uable to perversion in 
the commercial as that of liberty in the political world. The 
question is. Why should there be a monopoly of the power of 
issuing notes ? ^' Let us,'' it is said, ^^ have free trade in money 
as in everything else." The days of restriction and prohibition are 
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passed^ and if a private individual^ or a body of individuals 
constituting themselves a company, choose to issue their pro- 
mises to pay^ and the public choose to receive them, why should 
the law interpose a bar and declare that such a privilege shall 
not be allowed to any establishment other than the Bank of 
England ? Even if it be found impossible ail at once so far to 
discard old prejudices as to refrain altogether from the paternal 
system of State interference in such matters, surely, it is said, 
it would be enough to stipulate for a deposit of certain recognized 
securities, such as Government stock, real estate, &c., with an 
ample margin. Against such arguments can anything be urged ? 
To the astonishment, perhaps, of those by whom they are 
brought forward, the answer even in The Times must be that 
they are indisputable. There ought to be no legal restrictions 
whatever on the issue of notes. If this is what is meant by free 
trade in '^ money,^^ the wishes of the advocates of that principle 
might at once be granted. In strict consistency every man 
should be at liberty to make what promises he pleases, leaving the 
public also at liberty to place faith in them or otherwise at their 
own discretion. But is it certain that this is all that the agitators 
of the question demand ? Of course such notes must not be a 
legal tender. If the Government force the community to receive 
notes as a legal tender, they are bound to take upon themselves 
the responsibility of insuring that they shall, under all conceiv- 
able circumstances, be found convertible into the gold they 
purport to represent. That precaution is taken with regard to 
the notes of the Bank of England, and it is capable of demon- 
stration that under no imaginable contingencies can the ex- 
changeable value of the issues of that establishment be for one 
moment jeopardized. But £14,000,000 or thereabout, which is 
the issue allowed to the Bank, has been clearly ascertained to 
be the limit to which a currency based merely on securities can 
be carried with the certainty that its par value in the money- 
market will be maintained. Hence, as the Government cannot 
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guarantee any further issue that may be made except against a 
deposit of gold of equal amount, they must of course refrain 
from assuming any liability with regard to it. To prevent mis- 
conception, it must therefore be provided that all notes except 
those of the Bank of England should be stamped with the 
words '^ not a legal tender,'' or if this should be deemed an un- 
justifiable compulsion by the extreme sticklers for license, the 
difficulty might be equally well met by the words *^a legal 
tender " being prominently affixed on all Bank of England notes, 
leaving the public to discriminate the probable value of the 
paper on which this inscription is wanting. Such a provision, 
in connexion with the existing powers of the criminal law, would 
undoubtedly supply all the protection the community are entitled 
to insist upon. In case of attempts to pass other notes than 
those of the Bank of England as *' money,'' the Courts of Justice 
could at once meet the evil. If any person asks Mr. A for his 
note, there can be nothing wrong in the transaction, but if Mr. A 
gives his promise to pay on demand to a customer across his 
counter, who through being a foreigner or an ignorant person 
is led to assume that he has received a legal disbursement, then 
of course, Mr. A must hold himself liable to sustain the penalties 
which, as the law already stands, apply to all analogous pro- 
ceedings. A strict enforcement of the penal clauses of the 
Bankruptcy Act against all who should be found to have issued 
notes payable on demand under circumstances of actual or ap- 
proaching insolvency would likewise assist to keep everything 
straight. 

That the first introduction of this kind of freedom would 
be followed by many abuses and much mischief cannot be 
doubted; and to most persons it must be a question whether, 
until the general population become better informed on financial 
matters than at present, these results would be compensated by 
the fanciful advantages of rounding off a theory. For the moment 
the point to be understood is simply that the cry against the 
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supporters of the Bank Charter Act, that they are opposed to 
the principles of commercial freedom whenever those principles 
clash with their views, is altogether a mistake. Perfect free 
trade in money exists already. The profits of the £14,000,000 
issue which, apart from gold and silver, is all that can ever be 
really regarded, as money, are divided among the public, since 
heavy deductions on account of it are made by the Government 
from the Bank. With respect to money beyond that total, 
every man is at liberty to make as much as he pleases — or, in 
other words, to take gold and silver to the Mint whenever he 
can get it, where it will be made into money for him at the 
public expense. With the golden promises of A, B, or C, issued 
on their own credit or on the security of stocks, shares, houses, 
colonial produce, &c., the term " money '^ has nothing to do. 
If, however, there is a class of persons who would place them in 
that category, and who would desire to have opportunities of 
being furnished with an unlimited supply, it must undoubtedly, 
as far as our ideas of freedom are concerned^ be regarded as a 
pity that there should be any legal barrier to their being gratified. 



IV. 

There are some fallacies heard in each discussion on the cur- 
rency that have been exposed so often, and yet are so tenaciously 
repeated, as to discourage all hope of the public ever being 
brought to comprehend even its plainest principles. The ne- 
cessity for " an expansion of* the circulation to meet the growing 
demands of an extended commerce,^' the claims of the commer- 
cial public for "' support from the Bank of England in times of 
pressure,*^ with the consequent necessity for an enlargement of 
its capital, and the duty of the Government to avert the ruin 
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and " loss " resulting from periods of convulsion, are the three 
principal points painfully reiterated wherever half-a-dozen men 
are assembled to resolve or petition about the crisis^ and which 
will without doubt be droned over evening after evening and 
taken for granted as living truths in all the approaching 
Parliamentary debates. Let us look at them distinctly. What 
is meant by " expanding the currency in proportion to the de- 
mands of commerce ? '* The currency consists of gold, and how 
can the supply of this be increased or diminished except by the 
ordinary operations of commerce ? Again, if it were increased, 
how would the alteration have any effect in assisting an expan- 
sion of trade ? The value of gold depends solely on its scarcity, 
and hence just in proportion as the quantity is increased there 
is a depreciation in the value of that which previously existed. 
If the total of gold in the world were doubled tomorrow, the 
wealth of the world would not be augmented a single pound. 
The goods which could be purchased with one sovereign today 
would then be procurable only at a cost of two sovereigns. 
Every existing contract would be influenced to the benefit of 
the debtor and the loss of the creditor ; but all future transac- 
tions would be calculated on the new scale, and the business of 
commerce would henceforth go on as if nothing whatever had 
happened. There would be no increased ^^ facilities ^' to assist 
its expansion, because, although the quantity of currency would 
be doubled, a double quantity would be required in every opera- 
tion. In like manner, if half the gold now in our possession were 
swept away, the nation, as a nation, would not be poorer, because 
then every half-sovereign would do duty for a sovereign. If 
this rule holds good with regard to gold, of course it is equally 
applicable to paper purporting to represent gold. When, there- 
fore, people talk of an expansion of the currency being requisite 
to promote an increased interchange of goods, it is a simple 
gabble of fine-sounding words which have not a particle of 
meaning, the absurdity being enhanced by the fact that they 
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have recently had the experience of the Californian and Austra- 
lian discoveries before their eyes — discoveries which have bene- 
fited the indebted classes who are now clamorous for more at 
the expense of all the other classes in the country, but which 
have not influenced to a hair's breadth the permanent laws 
which determine the relative position of the various money- 
markets of the world. 

With regard to the next cry — that of the necessity of the 
Bank of England ^* supporting public credit in times of pressure, 
it is equally groundless. The relations of the Bank of England 
to the public are precisely the same as those of any other bank. 
Their duty is simply to take care of themselves, to make as 
much profit as they honestly can, and nothing more. When a 
London discotmt-house, during the height of the recent panic, 
made a sudden application to the Bank for iB900,000 to carry 
them through the day, they had no more right to expect it to be 
granted than if they had made it to Messrs. Glyn, or Robarts,*or 
the London and Westminster Bank, or any other city establish- 
ment. The Bank of England, as a bank, has no privileges what- 
ever ; it has nothing to do with the note circulation, and all that 
can be demanded of it is, that it should take care to provide for 
its own liabilities, and leave other people to provide for theirs. 
It is true that it has the advantage of the Government deposits, 
but these are subject to the same rules as all other deposits, and 
when they accumulate largely towards the end of each quarter, 
the Bank proportionably increases the facilities for letting them 
out again. It is plain, therefore, that whenever people mix up 
the Bank of England in their discussions, as if it were an institu- 
tion connected in some-occult way with the existing system, they 
introduce an element of confusion which will render any clear 
conclusions impossible. 

The next and, perhaps, the worst fallacy of all is that of treat- 
ing the internal results of a panic as something involving unqua- 
lified evil to the community, and therefore such as to demand the 
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intervention of the Government in the name of the people at 
large to avert ruin and loss. But an internal panic is simply a 
violent convulsion, in which one party make tremendous losses 
and another party enormous gains. It is very undesirable that 
such events should happen, but the way to cure them is not by 
interfering to shift the consequences from the right to the wrong 
shoulders. The way of prevention would be to let the lesson 
work its natural result. For years past the public and all per- 
sons with fixed incomes have been paying 10 or 20 per cent, 
extra for the various necessaries of life on account of an inor- 
dinate speculation, which has driven up prices in all foreign 
markets, to the great advantage of the foreign producer, at the 
cost of the English consumer. A crash has come at last, in 
which these things would have tumbled to a point ruinous to 
the speculative importer, but highly beneficial to the purchaser, 
and especially so to the small and prudent capitalist^ who, driven 
out of trade by the previous dishonest competition, might now 
come in and make some excellent investments that would go far 
to compensate him for the past. The Government, however, at 
the cry of ^^ national ruin '^ raised by the speculators, hasten to 
disturb this process. The public have been paying heavily all 
along, and when the tables are at last turned, they are told that 
for the good of the nation prices must not be allowed to fall. It 
is doubtless very painful to see a universal panic in which houses 
apparently of real solidity are broken down indiscriminately with 
the unworthy ; but there is no effect without a cause, and if 
these houses had not in some way allowed themselves to approach 
the whirlpool they would have been safe. Moreover, the con- 
sequences of a temporary stoppage owing to a dead lock are far 
less important to thoroughly solvent firms than is generally 
supposed. A panic never lasts beyond a few days, and it is 
surprising how people find their way out of such things when 
they are left to their own wits, and are not taught to rely upon 
the superior mercantile talents of Cabinet Ministers. Under 
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any circumstances, whether the earthquake without Government 
intervention would or would not be as frightful as the alarmists 
pretend, there is no escaping the conclusion, that in proportion 
to the sacrifices forced upon the incautious would be the gains 
of the prudent, who would come in to take advantage of them, 
and that the plea of relief being required for the benefit of 
the people^ and not for that of one class against another, is a 
sophistry as transparent as it is dangerous. 



V. 

In the thick of its evils there will be little profit in moralizing 
on the American panic. One piece of instruction, however, 
should be noticed while it is fresh. Apart from the incurables 
of the Birmingham school, there has long been a set of currency 
theorists who, while recognizing the doctrine of convertibility, 
have opposed the Bank Charter Act on the ground that where 
this doctrine is enforced, no restrictions are necessary to guard 
against redundant issues. According to their view, the idea of 
providing by law for a contraction of the note circulation in 
proportion as bullion is withdrawn from the counti'y is simply 
absurd, since the public, who are the best judges of their own 
wants, will perform that operation for themselves. They will 
take, it is argued, as much bullion as they need, and this can be 
procured only by sending in notes for payment. The fact, that 
it is possible for the banks to delay making provision for these 
demands until the exigency is such as to cause a panic and a 
consequent rush for the purposes of hoarding — in the face of 
which no bank can sustain itself — is always lost sight of. But 
we have now, in the case of the Philadelphia and Baltimore 
banks, and even in that of the New York and Boston establish- 
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ments, although the latter have thus far escaped from final 
disaster, a perfect illustration of the insufficiency of the mere 
theory of convertibility to secure the advantages claimed for it. 
The note circulation of all these banks was payable on demand 
to bearer. A foreign drain had been going on for some time, 
and its rapid increase was imminent. But while their notes 
were being sent in for gold they perseveringly re-issued them in 
the shape of discounts or advances on bonds and stock. Of 
course, the dogma that with a convertible currency it is impos- 
sible to maintain an over-issue proved true, but the demonstra- 
tion was not attained until too late. In proportion as they 
persisted in abstaining from a contraction of their circulation, 
thus preventing a fall in prices that would have checked the 
importations of foreign goods, that circulation came back upon 
them with increased rapidity, and it was not until they found 
their stock of specie becoming exhausted that they resorted to 
measures of self-preservation. The work of contraction then 
fell upon the public with a sudden shock. Alarm became uni- 
versal. Houses that in the absence of warning of any approach- 
ing restriction of accommodation had relied upon obtaining the 
usual advances went down one after another, heavily in debt to 
the banks that had misled them ; the general credit of the banks 
was thus assailed, note-holders rushed for specie, not because 
they wanted it, but from fear that in another hour they might 
not get it^ and forthwith came an announcement of suspension. 
The lesson is conclusive, and can hardly fail to convert that 
section of the opponents of our currency laws who profess to be 
guided by any tangible principle. Upon the class who fancy it 
is in the power of Governments or banks to enable people to 
pay debts by simply promising to pay them, it is needless to 
seek to operate. Although England at the present moment 
presents in the midst of the Indian mutiny and her American 
losses an example of financial steadiness to the whole world, 
there is probably not one of these persons but would be prepared 
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with the monotonous pertinacity peculiar to their state to prove, 
in any number of letters, pamphlets, or Parliamentary examina- 
tions, that the charge now exacted by the Bank of England for 
money is simply the penalty of a perverse neglect of some infal- 
lible and self-evident nostrum that would enable us to secure at 
any moment a '^ sufficient and nev^r-failing supply at the 
agreeable rate of 3 per cent. 



VI. 

It is stated that a deputation of Glasgow merchants and mill- 
owners is about to proceed to London to ask the Government 
for measures of financial relief. If they are able to define what 
they wish to be adopted, and it should appear consistent with 
any principles of public honesty, there can be no doubt it will 
receive full attention. The difficulty is to conjecture the pro- 
bable nature of the demand. It cannot be for a reduction in the 
rate of discount, since while the rate is 9 or 9^ per cent, in 
Hamburg, 12 per cent, in Vienna, and 36 per cent, in New 
York, no one would suggest that the Bank of England should 
lend at a lower rate than 9, unless they wished to see every 
ounce of gold drained frcmi the country, and a national bank- 
ruptcy as the consequence. Neither can they contemplate re- 
questing that the Bank should discount more liberally. Not a 
single sound bill has yet been rejected by the Bank, nor is there 
any probability that such will be the case. Such an application 
would therefore simply be a request in another form that they 
should be compelled to discount unsound bills. Neither can it 
be for any enlargement of the circulation by means of an issue 
of one-pound notes, or any similar device, on the plea that the 
existing amount is not sufficient for the commercial wants of the 
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country. Trade has undergone contraction in all directions, 
and there has been an enormous fall in prices, yet the aggregate 
of notes shown by the Gazette return of this evening to be in 
the hands of the public is nearly a million in excess of the total 
in use in June, 1856, when the rate of discount was only 4 J, 
and the increasing magnitude of our transactions was a daily 
subject of surprise. None of these grounds being available, it 
is to be presumed the deputation will simply solicit the Govern- 
ment to promise that the Bank shall not be allowed on any 
sudden occasion to destroy the commercial community by refu- 
sing accommodation at any price. If this should be the case, as 
there is not and never has been the remotest danger of such an 
event, the Chancellor of the Exchequer can have no difficulty 
in giving the required assurance. 

Whatever may be the views of the deputation, it is above all 
things essential that they should be prepared to state them 
specifically. This is a duty they owe to their fellow-traders. 
The present is not a time for any body of men inconsiderately 
to create alarm by a vague clamour for impossible aid, and thus 
by complicating the existing distress, to paralyze those who can 
be saved only by the exercise of mutual confidence and self- 
possession. We have been exposed to difficulties more sudden 
and extensive than any nation was ever before called upon to 
sustain, and the way in which they have been met must be a 
marvel to the whole world. There must have been a cause for 
this result, and it will be found in our currency system. It 
therefore behoves all to beware how, by endeavouring to weaken 
the public faith in the working of that system, they may change 
our calm and dignified course into one of imbecile confusion. 
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VII. 

The Bank of England have to-day (the 9th of November) 
raised their charge for discount from 9 per cent., which was 
adopted on the 4th inst., to 10 per cent. 

This movement was considered certain, and regret may be 
felt that the last change was limited to a lower point. Whether 
it will prove sufficient to check the determination of each dis- 
counter to provide himself with two or three times as much as 
he wants is doubtful. While a cry is attempted to be raised 
that the rate now reached is such as to create intolerable incon- 
venience, the demand at the Bank shows each day that, so far 
from creating inconvenience to the trader in providing for his 
ordinary requirements, it does not even produce sufficient effect 
to prevent him grasping at an unnecessary amount. The fact 
is, no one with sufficient credit to obtain discount at all, cares 
in the least about an additional 5 per cent, for a month or two. 
For two months the difference is 16*. 8rf., and every one feels 
that before the lapse of that time the worst of the trial may 
possibly be over. In rigid justice, so long as any number of 
the mercantile body are found to play into the hands of the 
panic-makers, it would be satisfactory to see the rate carried to 
20 or 25 per cent., or any point that would at last be regarded 
as an outlay not safely to be incurred in unreasoning selfish- 
ness. 

Thus far let it be recorded that the working of our currency 
system has been perfect, and has upheld us in a position to 
command the admiration of the world. Under no circumstances 
could any currency system be open to any other than two ob- 
jections — first, that it has led to a rate of interest which no 
ordinary merchant could even temporarily bear ; and, secondly, 
that it not only has led to a crushing rate of interest, but that it 
has caused the necessary accommodation to be refused even at 
that rate. Will any one venture to say that 10 per cent, is a 
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ruinous rate ? In common times in the United States this is 
about the average charge, and it now ranges there between 24 
and 60 per cent. Our own idea of a full rate is 5 per cent. ; 
but surely the lowest profits of our business must be 5 per cent., 
and hence a temporary sacrifice of profits must be the worst 
that can occur from the payment of 10 per cent. The efforts, 
therefore, to create fright by pointing to this charge would be 
ridiculous if they were not dangerous; but a single lunatic in a 
crowd of 10,000 sane people may throw everything into confu- 
sion. With regard to the second point, — the refusal of accommo- 
dation at any terms, — is any one prepared with this complaint? 
So far from accommodation having been refiised, it has been ex- 
tended. The discounts of the Bank during the past three weeks 
have been far beyond their usual limits, and the notes in the 
hands of the public consequently exceed by a million or two 
the total in use a year back, when prices of produce, were about 
30 per cent, higher, and our transactions were being enlarged in 
all directions. The only two charges, therefore, that could ever 
be available against any possible currency system are not to be 
heard, and the whole that the clamourers againt the Bank Charter 
Act can allege is, that at a time when all the civilized nations of 
the earth are frantically struggling for bullion, it has enabled the 
British public, instead of suffering from a contraction, to enjoy 
the use of more than a million in excess of the highest amount 
they ever really want, even when trade, instead of undergoing, 
as at this moment, a rapid contraction, is steadily expanding. 
If the Bank Charter Act — which every man with a sense of 
national pride should strenuously uphold — is to be threatened, 
let it be clearly explained in what point it has failed. Every 
one knows that it may fail to keep off* panic when in the midst of 
a storm there is a determination on the part of a multitude of 
theorists, disappointed by the recent exposure in Parliament of 
their silly crudities, to produce it. 

The circumstance of an advance in the rate of discount to 
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meet a temporary evil like that of the recent American crisis, in 
which all other nations participate, should inspire no dread on 
the part of any solvent houses. The difference between 5 and 
10 per cent, even for two months, as above stated would amount 
only to an extra I6s. Sd. per cent, on all the accommodation 
they might require, and if their capital and current profits are 
inadequate for such a contingency, they can scarcely be con- 
sidered fit to be in business at all on their own account. Of 
course there are cases where, owing to heavy contracts having 
been entered into, or other similar causes, the efiect may be 
pecuUarly severe, but these are altogether exceptional; as a 
general rule there ought, among a sound mercantile commu- 
nity, to be no terror in 10 per cent, or any other rate of dis- 
count, supposing it not to have been occasioned by a reckless 
course of national extravagance. 



VIII. 

According to the trade advices from Manchester the invitation 
addressed to that city to join in the Glasgow demonstration 
against the Bank Charter Act has been declined. At the same time 
the Leeds Mercury intimates that the Liverpool financiers have 
either drawn back or for the sake of expediency been excluded, 
and the entire movement may therefore be considered a failure. 
The Glasgow deputation was to consist of well-wishers of the 
Western Bank of Scotland, and an attack upon our currency 
system firom the advocates of a concern which, with eight millions 
of British capital instrusted to its care, has brought itself to 
bankruptcy by fostering a set of fraudulent traders to the 
damage of all legitimate merchants, is scarcely an event to injure 
that system in the eyes of the public. 

It is from sources such as these that the organized attempts 
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to disturb the healthful working of the Act have always pro- 
ceeded, and in proportion as their pestilent influence is cleared 
away the country will find that the existing law renders the 
pursuits of commerce safe to all who will seek to understand 
and watch its operations. The animosity with which it is de- 
nounced by that class who fattened on such institutions as the 
Liverpool Borough Bank and the Western of Scotland is an 
indication of its value. The conflict is one of life or death. The 
speculator in produce, without capital or talent, assuming to be 
a millionnaire, certain of a large fortune if the market advances, 
and trusting to the fears of his banking accomplices to uphold 
him if his game goes wrong — the bank with its *^ wealthy pro- 
prietary '' (irrespective of a score or two of widows and orphans) 
gambling by means of re-discounts to ten times the extent of 
its available resources, so as to make large dividends and surplus 
profits to cover the most disgraceful losses — ^the popular mana- 
ger, to whom everything is intrusted, usually an upstart, 
proud of his power to crush the business of any respectable 
house by backing up with unlimited loans a set of penniless 
proUges to counteract its operations — and the money firms who 
assist the process only so long as it is thoroughly safe ; all alike 
are conscious that between them and the Bank Charter Act 
there can be no quarter. If when gold is wanted to pay our 
foreign creditors or to meet a sudden emergency, like the Indian 
Mutiny or the American crisis, the great shipper of goods and 
produce who a year previously was, perhaps, junior clerk in a 
third-rate counting-house, is to be driven to sell at any price, 
because he has not a farthing of independent capital to enable 
him to hold on ; if the local joint-stock bank, instead of screen- 
ing his insolvency, is to be compelled from a suspension of its 
London facilities to let him go ; and if the whole set are ulti- 
mately obliged to break up unhelped by their former supporters, 
solely from the Bank of England not being allowed to issue any 
quantity of notes that might be' necessary to postpone such a 
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consummation, it is easy to conceive there can be no limit to 
the bitterness of the denunciations against the principle which 
leads to this inexorable conclusion. If the people at large were 
to allow themselves to be duped into the combination, the 
spectacle would indeed be deplorable. They are urged to join 
in a cry which would enable those who by over-speculation have 
driven up the prices of all kinds of commodities to force the con- 
sumers still to pay high rates, and compel the prudent capitalist, 
who now finds his money worth 10 per cent., to prop up the 
delusion by lending it at 5. They are also asked to lower the 
standing of the nation in the eyes of the whole world by 
announcing the inabiUty of its merchants at large to maintain 
their ground unless protected by an arbitrary and, as the French 
Emperor terms it, '^ empirical '^ Government measure to prevent 
capital from finding, like all other commodities, its natural price, 
and thus to cheat the holder of gold, or its equivalent, to support 
the holder of silk or sugar. That such insanity could be 
witnessed in England 13 years after the triumph of the monetary 
and free trade measures of Sir Robert Peel was not to be credited, 
and with the abortive exhibition of the Glasgow resolutionists 
and the recent exposures before the Currency Committee in 
Parliament it is to be hoped the degrading agitation on the 
subject will now cease. Let every respect, consideration, and 
sympathy be shown to those houses who, notwithstanding the 
exercise of caution and the possession, apparently, of ample 
means, have been temporarily broken down by the American 
default — ^a calamity which they well know has been totally in- 
dependent of any action on this side ; but let every one who 
has a particle of feeling either for the rights of commerce or the 
financial dignity of bis country exert his power to silence the 
mischievous and, in ordinary times, imbecile pack who, knowing 
the ease with which panic can be produced in a moment of trial, 
are seeking by that process to cover up their own mismanagement 
and to bring prudent and imprudent alike into a common difficulty. 
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IX. 



The Bank Charter Act is abrogated. Its fate at the second 
time of trial has been the same as at the first. The English 
Government have resorted to the notification that the Bank are 
authorized to extend their'issues on approved securities without 
regard to the amount of bullion in their vaults^ at a rate of not 
less than 10 per cent. 

Although the announcement will give immense relief from 
fears which were rapidly spreading, there can scarcely be an 
Englishman who will not receive it with deep regret from the 
humiliation it involves. It must have resulted from one of 
two causes — either blind fright or an inherently unhealthy con- 
dition of business which prevented our merchants from sus- 
taining themselves against a rate of discount such as is borne 
at Paris^ and a number of other centres of commerce. In 
either case the conclusion is equally lowering to our fame as a 
mercantile nation. It is satisfactory to believe that the measure 
was neither asked for nor recommended by the Directors of the 
Bank of England^ or any delegated representatives of the lead- 
ing mercantile or banking firms. At the same time, in justice 
to the Government it must be admitted that the period had ob> 
viously arrived when protective steps of some kind had become 
absolutely necessary. The position of the Bank of England 
and the private banks was never one of higher confidence, but 
the apprehension was evident on all sides that a withdrawal of 
deposits from the discount-houses and joint-stock banks might 
commence at any instant and totally cripple their power to con- 
tinue further accommodation ; that the Bank of England, from 
the point to which their reserve has been brought by the sudden 
sweeping away of nearly two millions of gold for Ireland and 
Scotland, could in such case afibrd no adequate help, and con- 
sequently that if a resistless panic was not to be considered as 
having actually commenced^ we were in a position in which 
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no one could calculate on its being kept off even for a single 
hour. 

But there were remedies available other than that of breaking 
and destroying the law — ^for a law which has been contemned 
on each occasion of trial must be looked upon as destroyed. 
The state to which we had come had not been brought about 
by any fault of the Government or of the community at large, 
and it was for those who had occasioned it to find their own 
means of extrication. They did not look about for those means, 
because they knew they could obtain relief elsewhere. If this 
conviction had not animated them they would long before the 
present week have concerted measures of defence. The whole 
history of our situation is plain. For years past certain pro- 
vincial joint-stock banks have gambled to an incredible amount 
by means of what are termed re-discounts — ^that is, with a 
limited capital they have granted accommodation to an almost 
unlimited extent, sending the larger proportion of the bills thus 
negotiated to the discount establishments in London, who, in 
turn, discount them for the joint-stock bank on the strength 
chiefly of the endorsement of such bank, and not upon any 
careful estimate of the responsibility of the drawers or acceptors, 
or the legitimate character of the transactions they represent. 
*^ Of course we are safe with the endorsement of the Liverpool 
Borough Bank^' is the cry ; '^ the character of its business may 
be doubtiul, but its shareholders are all liable to their last far- 
thing." Again, '^ Why should we hesitate with the Western 
Bank of Scotland? Among its proprietaiy iure two or three 
names which are alone good for as many millions." But how 
is the money obtained which is thus freely granted by the Lon- 
don houses ? The security relied upon is the ultimate responsi- 
bility of a certain number of shareholders scattered over a large 
district, and which, so far firom having anything in common 
with a sound banking security, is wholly unavailable in emer- 
gencies, and can never be realized except through protracted legal 
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; bat the money advanced ronsistii rfdqposits lodged 
for the most part ai eaii with the diBooant4MHiseSy or at notice 
langiiig periiapa to a month with the j<Mnt-«todL banks. Here, 
then, is a ddibente breach ci every lecognised banking prin- 
ciple, and it is one that on eadi occasion of trouble has led to 
the same resolts. The Ixmdon numey-dealers cannot have been 
inaensiUe to the peril ; bat their practice is to cany on the 
systeni until its inevitable consequences devdope themadves^ 
and then to sed^ safiety by catting off "facilities^ and throwing 
the applicants apon the Bank of £ng^d. Then we have de- 
putations to the GoTemors, threats that if something is not done 
the whole trade of the country wiU be brought to a stand, asd an 
outcry, of course saccessful after the requisite amount of alaim 
has been created, for the su^ension of the Bank Charter Act. 

If, however, the example of 1847 had never been set, and 
these persons had been taught to fed that, happen what m^t, 
the laws of the country — in the full knowledge rfwhich they 
had undertaken all thdr cqperationa — ^would be rigidly kept in- 
violate, not only would the public never have been disturbed by 
predictions rf coming ruin, but every safeguard that ingenuity 
could devise would have been secretly prepared to provide fmr 
any casualty. If the discount-houses and any rf the joint-stock 
banks apprehended a withdrawal of their deposits to an extent to 
cause public inconvenience, it was their business to make cou^ 
mon cause to guarantee each other's safety, and, if any nominal 
or contingent suspension were necessaiy, to bear the discredit 
of it themselves, and not to inflict it on the Bank of Ediigland 
and the country. They could have announced to the public 
that a run being threatened they had combined to mitigate its 
consequences; that, not being able to foresee its possiUe extent, 
they had agreed to suspend for the moment any return of de- 
posits, and that to meet the difficulty they would issue their 
promissoiy notes at three months bearing nine per cent, interest, 
and secured by their common liability. A meeting ci all the 
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principal bankers and merchants, including the Governors and 
Directors of the Bank of England, might have expressed ap- 
proval of the wisdom of their course, and before a few weeks 
had passed these notes would have been at a premium. But, 
unquestionably, the character of the issuers would have been 
damaged, since the fact of their having been obliged to resort to 
such a method would have fixed them in their right position in 
relation to the causes that had led to it. If any character was 
to be damaged, it was much more pleasant that it should be that 
of the Bank of England, the country, and the Government, and 
thanks to the complaisance of the latter, they have succeeded in 
putting it on that footing. To be sure they took care that matters 
should go to a point at which the Cabinet would have little choice. 
There was, however, an alternative which, although equally 
unjust in being an act of Government relief for which there was 
no true claim, would still have prevented a sacrifice of principle. 
An issue of one-pound notes could have been adopted without 
any infringement of the doctrines on which the Bank Charter 
Act is grounded. The fact that the permission for the circula- 
tion of such notes terminated in 1829 is not material, as the law 
could have been set aside on one point as easily as on another. 
This plan,however,seems not even to have been considered. After 
ten years' experience, therefore, and all the enlightenment that 
was thought to have been attained, we have been thrown back 
at once to the discreditable position we occupied in the last 
crisis, and all the admirable conduct of the Bank of England 
and of the respectable mercantile public has been rewarded by a 
proclamation to every speculator or reckless money-lender who 
may choose to disregard the plainest principles of monetary 
science, that he will always find his safety in the very panic 
which his own misconduct has promoted, and that the only per- 
sons who will be brought to disappointment or confusion will 
be those who have prudently guided themselves by the law, and 
have relied throughout upon its inviolability. 
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X. 

The intended summoning of Parliament is the most satis&c- 
toiy announcement that could have accompanied the suspension 
of the Bank Charter Act. While the causes of that event are 
fresh, thej must be thoroughly sifted and exposed. 

In England every contract is made in gold. Any man who 
comes under an engagement to pay a certain sum on a certain 
day pledges himself to deliver so many sovereigns. He cannot 
be released from this except by the consent of the other party, 
and consequently nothing can be a legal tender in discharge of 
debts but gold. Gold, therefore, is the true currency, and every 
attempt to substitute anything else is simply an attempt to break 
a contract. Government may legalize such a process, just as it 
may compel a man who is entitled to 20s. to take 15^., or instead 
of a horse that has been sold to him to receive a cow ; but it can 
do this only at the expense of every principle of public morality. 

When the Bank Charter Act was established, it placed 
England upon the footing of having an entirely metallic cur- 
rency. The total circulation was about £36,000,000, and thence- 
forward no addition to, or subtraction from that amount, could 
take place except precisely in accordance with the natural flow 
or efflux of the chosen metal. Here was something apparently 
inviolable. It made no difference that the £36,000,000 com- 
prised certain existing notes, namely £14,000,000 of those of the 
Bank of England, and £8,000,000 of those of country bankers, 
and that these, instead of being actually representatives of gold 
in hand, merely represented credit. It was enough that an 
assurance was given that this element of credit would remain at 
the point fixed, and would never henceforth be allowed to fluc- 
tuate. The movements of gold for the future would exclusively 
regulate every transaction. 

Hence this Act placed us virtually in the happy position of a 
nation with a pure currency, subject to no disturbance from the 
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caprices^ injustice^ or exigencies of Governments, and varying 
only in accordance with its natural supply. Unless any one 
can be found to contend that a person who has contracted to 
deliver one thing may be allowed to substitute another, all man- 
kind will admit we had thus attained a perfect system. Every 
engagement being based on gold, gold was to be left Jto its 
natural course. No man who had contracted to deliver it would 
be subjected to any other risk than that resulting from the legi- 
timate variations in its market value. He might find, when his 

* payments fell due, that the use of it was worth 10 per cent, per 

annum, or 3 per cent., but that would be a risk voluntarily un- 

* dertaken when he entered into his contracts. What he would 
^ lose the other parties to the contracts would gain, and vice 

versd. Government could no more interfere with justice to alter 
this relation than they could seek to give relief to a man who had 

r promised to deliver a quarter of wheat on a certain day, and who 

found it inconvenient to do so, because he had accepted 50^., and 
the price had meanwhile advanced to 80^. 

But it appears that this question of the power of " relaxation" 

t is now to be finally raised. The power has already been twice 

illegally exerted, the Government taking the responsibility, and 
Parliament will be called upon to decide if it shall be permanently 
established. The proposition is simply whether the Minister or 
certain Commissioners shall be delegated to declare, whenever 
it may appear to them expedient, that all debtors who may have 

"^ committed themselves to make payments in notes representing 

gold shall be allowed to substitute notes representing credit, 
thus injuring the prudent creditor who has calculated that 
at that time the demand for gold would be such as to render 
his position one of great advantage. No doubt, if the Govern- 
ment letter had not appeared on Thursday, money would have 
been worth 20 or 30 per cent.^ owing to the general panic that 
would have been created ; but is it to be henceforth a law of the 
country, that in all cases of disturbance of prices from panic and 
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misconduct Government will step in between those who would 
respectively gain and lose by that panic, to the benefit of one 
party and the injury of the other ? If so, the principle must be 
applied consistently; and the farmer who has made an improvi- 
dent contract to deliver grain, or the manufacturer who has pro- 
mised goods, must, if ever he should be threatened with ruin by 
an intervening rise of prices from wild alarm at a possible failure 
of crops, or a deficiency of raw material or labour, be entitled in 
like manner to such a suspension of the law relating to contracts 
as will extricate him firom his painful situation. 

But for the events of the past week respectively in London 
and 'Paris, which should teach us moderation in criticizing 
the financial ideas of our neighbours, it might be said such a 
system would be more in harmony with continental than 
English views. It will, however, be urged that it would be 
foolish to sacrifice the entire interests of the country to national 
pride and consistency; and that, although in strict theory. 
Governments should never interfere with the voluntary con- 
tracts of individuals except impartially to enforce them, it would 
be better, if we are not sufficiently advanced for such a state, 
rather than that everything should be brought to chaos, that a 
master in the shape either of a Finance Minister or a Bank Com- 
missioner should be allowed to interpose and say, " This con- 
fusion must be stopped. I will now adjust your relative claims 
so as to give ^relief to one side against the other. You are 
unfit to be left to yourselves, and it is time for me to step in.'^ 

Before adopting such a conclusion it will be the duty of Par- 
liament — 1, to inquire whether there is no way even for Govern- 
ment to interfere in a crisis except by tampering with and 
debasing the currency ; and, 2, whether it is not through the 
conviction on the part of fraudulent traders and reckless money- 
lenders that this tampering will always be resorted to to throw 
the consequences of their own misconduct upon the country, 
that we find ourselves periodically disgraced by such events. 
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If the Government choose to interpose the credit of the nation 
to help the imprudent against the prudent — ^for amid all the 
verbiage about giving " relief to trade/' the " springs of in- 
dustry,'' the pressure of " the screw/' and so forth, it must be 
remembered that the result of an internal crisis is simply to 
force one portion of the community, who allow themselves to be 
drawn into a panic, to part with their property at a sacrifice to 
another and more clear-headed portion who find themselves in a 
condition to buy it, — this credit can at all events be given in its 
true form, and need not be infused to adulterate the whole mass 
of our currency. Treasury notes, bearing interest if necessary, 
would prove the true medium. What would be done by the 
people of Hamburg, where the currency is purely metallic, 
supposing they found it impossible, as their American losses have 
been heavier than our own, to carry on trade with discount at 
10 per cent. ? Would they issue false coins to mix with the 
existing circulation ? Obviously their only resource would be 
to put out notes, honestly carrying their character upon their 
face, and avowedly representing credit, and nothing else. 

The grand and final question, however, is. Are we really so 
ignorant and immoral in the management of our trading affidrs 
as to need any paternal State contrivances to keep us from going 
wrong, or to extricate us when our folly would otherwise bring 
its natural warning ? A greater libel on the nation could not be 
proclaimed, and before Parliament sanctions it, by placing us 
under the discretion of a Minister armed with a ^^ relaxing 
power," let them thoroughly investigate the secret history of our 
present position. They can call witnesses, who are prepared to 
unfold the whole, and they will find that the reputation of the 
country has been sacrificed in order that the consequences of the 
most unscrupulous conduct might be thrown anywhere rather 
than upon those who deserved them, and that a system of frau- 
dulent credit, which would render fair trade impossible any- 
where, instead of being broken up for ever, might be again 
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resumed, to the immense profit of its principal supporterSj and 
so as to lead in another ten years to the same disgraceful result. 
The charge is that credit to the extent of millions has year after 
year been granted by large provincial joint-stock banks, and 
other establishments in Scotland and England, to the lowest 
class of speculators; that the power to grant this credit has 
been obtained from London, where the money-lenders, holding 
all the floating balances of the community, have employed such 
balances more or less in re-discounting the disreputable paper 
thus manufactured; that, although the balances in question 
were liable to be called for at an hour's, or at most a few days' 
notice, these houses were well aware that, in case of any sudden 
pressure or discredit, they had no means of meeting such call ; 
and that the only real security of a large mass of the paper they 
had taken consisted either in the liability of hundreds of unsus- 
pecting shareholders, which could be enforced only by long pro- 
cesses at law, or in a realization of sugar or other produce which 
they had assisted their protigis to hold, and which at such times 
would be almost unsaleable ; and lastly, that, with the knowledge 
that under such circumstances their whole system would be 
brought to a crash unless they could force the Bank of England to 
step into their shoes, they resolved, in reliance upon the precedent 
set by Government in 1847, to accomplish their ends by abstain- 
ing from any precautionary sacrifices, by spreading universal 
alarm, and by threatening the Bank and the Government with a 
general stoppage. It is also asserted that the principal parties 
in the movement — already celebrated for analogous proceedings 
in 1837 ^^^ 1847 — resorted^ not merely to influences of this 
description, but to steps at the eleventh hour which could 
not fail to embarrass the Bank and to render panic unavoid- 
able. Let these things, therefore, be examined at once, and 
let the persons themselves, be summoned to give their own 
explanations, and attempt their own justification. The Legisla- 
ture can then decide whether the laws of the country shall be 

D 
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modified to enable such practices to be perpetuated^ or whether 
it shall be announced that those who for their sordid purposes 
supply capital to adventurers of all descriptions^ trusting to escape 
from loss by the final responsibility that can be enforced against 
the aged men, widows, andorphans,as well as the more ^^wealthy^' 
sections of the proprietaries of the broken banks they have en- 
couraged, must henceforth protect themselves, and that, if any 
of the trading community choose to be entrapped into a common 
convulsion, the only " relief^' they are to expect must be such 
as they can derive from recognizing the wholesome lesson which, 
under the natural relation of cause and effect^ has at length been 
rigidly conveyed to them. 



XL 

The Western Bank of Scotland it appears is to be resuscitated 
if the shareholders will subscribe a specific amount and the cre- 
ditors will grant certain periods of extension. As the recoveiy 
of claims is much more practicable and inexpensive in the case 
of a concern that has still a vital character than under the ope- 
ration of liquidators, it is satisfactory for the sake of the deluded 
proprietary that a prospect of this kind exists. Whether it is 
to be desired for the general interests of the community is an- 
other question. Under a resumption an exposure will, of course, 
be more or less avoided of the profligacy that has brought the 
bank to its present position — an object which doubtless adds to 
the immediate zeal of all who might be implicated — but for the 
sake of public justice, and especially with a view to the ap- 
proaching Parliamentary discussion, it would be well for the 
whole details to be draped to light. 

Moreover, the Western Bank of Scotland does not profit by 
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experience. It was helped on a former occasion, and the result 
is unfavourable to any propositions it may henceforth make. 
It seems to be admitted that £1,000,000 of the assets has been 
lost. It is '^ thought ^^ that that amount may enable the busi- 
ness to be carried on as usual. It is also alleged that at least 
half of the deficiency has been through advances in aid of a 
gang of pretended mercantile firms whose whole system was 
based upon the manufacture of fictitious paper. The private 
history of these proceedings must be full of instruction. The 
directors either sanctioned them or committed the worse offence 
of entrusting a single manager with uncontrolled power, not 
merely to squander among his creatures the funds directly com- 
mitted to the Board, but also to play with the entire responsi- 
bility of his victims to their last farthing and their last acre. 

But, although the whole of this is likely to be passed over, 
and it is probable that so far from any of the promoters of it 
being brought to punishment, several of them will still retain 
their position and be honoured with future votes of confidence, 
a conjecture as to their general course of action maybe gathered 
from the revelations in connexion with a similar institution less 
fortunate in the prospect of secrecy. The Liverpool Borough 
Bank is to be wound up under the Joint-Stock Companies Act 
of the present year, and in this case, therefore, we may hope to 
be enlightened as to the interior working of such concerns. 
Already a meeting has been held at which much has been un- 
folded, although the usual desire was manifested, perhaps for 
necessary reasons, that the outside world should know as little 
as possible. The directors announce that more than one-fourth 
of the capital is gone, and that three-fourths are ^^unavailable.'' 
Land, ships, shares, and other things expressed by the term 
^^ securities of various kinds,'' constitute a large part of the 
wreck that remains. According to a committee of shareholders, 
indeed, not only the capital but also a considerable portion of 
the deposits and other means of the bank are locked up in this 
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way. Calls are therefore to be made and enforced upon the 
unhappy shareholders ^^with all reasonable, speed/' The most 
significant fact^ however^ is one that bears strongly upon the 
desirableness or otherwise of encouraging attempts on the part 
of concerns of this kind, such as are now making by the West- 
em Bank of Scotland, to resume. After the stoppage of Mr. 
Oliver, of Liverpool, in 1854, in which the Borough Bank and 
its supporters were very discreditably compromised by attempts 
at public deception, the directors wrote off jB37l;000 to the 
debit of profit and loss, but, so far from this having operated as 
a warnin'g, it is evident it was only to have been taken as a 
stimulus to greater gambling in future, in order that it might 
be rapidly repaired and exposure prevented. Everything was 
to be kept quiet. It was ^^ thought that one or two prosperous 
years would place these accounts on a legitimate footing.^' 
What was meant by '^prosperous '^ years may easily be ima- 
gined. In ordinary and legitimate banking the possibility of 
profit is always clearly defined, and it admits of little variation. 
Did the Liverpool directors hope some new Mr. Oliver might 
rise up to serve their purposes whom they might use and throw 
off in time so that his defalcations might fall exclusively upon 
the public instead of, as in the previous instance, chiefly on 
themselves ? Whatever may have been their views as to the 
prosperity by which so much was to be made in one or two 
years, in addition to the usual handsome dividends, they were 
disappointed. ** Unfortunately,*^ it is remarked, " this project 
has not been realized, and the crisis which has now come upon 
this institution has been its consequence.** . 

Here, then, we have an example of the way in which lessons 
in such cases are turned to account. Instead of a mitigation 
of recklessness the cry is *' double or quits.** The Western 
Bank of Scotland boasts of excellent intentions under a new 
management — (a new manager is always to set everything right) 
— but, viewed by the light of the Liverpool disclosures, it is an 
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uncomfortable feature that they also boast of their future pro- 
spects of rapid recovery. They have at least a million to make 
up. What is the number of prosperous years in which that 
process is to be effected ? 



XII. 

A meeting has been held in Glasgow^ with the Duke of Ha- 
milton in the chair^ which was attended by a body of landed 
proprietors whose united income exceeds £200^000 a year^ as 
well as a crowd of *' merchant princes '' and others whose income 
exceeds £2^000,000. 

What was its object ? A great bank which had been entrusted 
with a million and a half of capital, and six or seven millions of 
the property of the district, had failed under the most censurable 
circumstances. Its directors, either by their own act or by de- 
legatmg uncontrolled power to an individual, had allowed not 
only this property, but also the unlimited liability of 1300 share- 
holders, who relied upon their prudence and honour, to be pe- 
rilled by long-continued advances to a combination of specula- 
tors who, through an organized system of fictitious bills, were 
destroying all possibility of honest trade. The discovery induced 
the more cautious of its creditors to protect themselves by with- 
drawing their funds from such a concern ; a run upon its depo- 
sits commenced ; the other banks marked their opinion of its 
course by refusing aid except on condition that it should be 
wound up ; and although they subsequently made an advance 
without insisting on this stipulation, they decided ultimately to 
face the danger of such panic as might arise from its stoppage 
rather than carry it through. The stoppage accordingly came, 
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and with it the dreaded panic. The entire country was thrown 
into confusion^ and the sequel has been recorded. 

On such an occasion, it wi^ be said, well might the aristo- 
cracy, the gentry, and the traders of Scotland unite in an un- 
compromising expression of opinion ! Of course they would 
exclaim, ^^ We have two duties to perform. We must endeavour 
to restore confidence in the other banking institutions, against 
which there is no charge of mismanagement; but, above all, 
for the sake of public morality, we must denounce the pro- 
ceedings in which all this misery has originated, and proclaim 
to the world that those who encourage fraudulent speculators, 
not only to the ruin of the legitimate merchant, but so as to risk 
the means of existence of hundreds of unsuspecting shareholders, 
have no countenance from any section of our community. We 
cannot be exempt from liability to such disasters. At Liverpool 
they have had the case of the Borough Bank, and in London the 
Royal British and the London and Eastern ; but we can at least 
place the culpable parties in their proper position, and thus di- 
minish the chances of similar recklessness for the future.'^ 

In jumping to this conclusion, however, the general public 
would be wholly in error. The meeting in question had no such 
purpose. The offences of joint-stock companies, and especially 
joint-stock banks, — always excepting the unfortunate Royal 
British, some of whose duped directors, now about to be prose- 
cuted, actually struggled hard according to their judgement to 
save the property of all concerned, — have come to be looked upon 
as entitled to universalforbearance. Dukes, landlords, merchants, 
and millowners are unanimous on this point. '^One murder 
makes a villain — a thousand a hero.^^ Bring down ruin on a suf- 
ficiently large scale, such as only a joint-stock bank can effect, 
and at once there is nothing but the tenderest consideration. 

Hear the words of the gentlemen who represent the aristo- 
cratic dignity, the severe morality, and the trading wealth of the 
sister kingdom. From the commencement of the meeting to its 
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dose not a single sentence was uttered that breathed anything 
inconsistent with entire approval and admiration of the Western 
and City of Glasgow Banks, and especially of the former as the 
grander of the two ; all that is publicly alleged against the latter 
being that it has not considered bill-drawing agencies at Cali- 
fornia and New York to be inconsistent with the functions for 
which it was established. The Duke of Montrose is reported to 
have observed, <^ We must all lament that a panic without cause 
or reason should have arisen and should have brought about 
suspension of payment by two banks.'^ The Western Bank, 
which caused the panic, is here represented as its victim. Next 
it was intimated, by way of putting the suspended concerns on 
a good level, not only that the Bank of England could not have 
resisted similar circumstances, but that the conduct of that insti- 
tution had in some mysterious way, not explained to the meet- 
ing, but assented to with loud cheers, ^^not a little to do^^ with 
the catastrophe. Sir Edward Colebrooke, M.P., cordially agree- 
ing with all that had gone before, pointed out, with the view of 
adding to its strength, that ^^ the credit of the country stands 
upon the confidence of man in man/^ He omitted to mention, 
however, whether the man on one side was to be the spurious 
bill discounter, and on the other the credulous depositor. Sir 
J. Maxwell, of Pollok, appealed to the most amiable of weak- 
nesses. He knew nothing of the management of the two banks 
in question, ** but he knew that one of the greatest trials a banker 
can have is to resist the entreaties of his own friends/^ '^ For 
my part,'' he remarked, ^^I think we should keep in mind 
not only ourselves, but those gentlemen whoconduct the affairs 
of banks, who are frequently led from motives of kindness and 
philanthropy to try to rescue us from any di£Sculties.'' Sir John 
Paul was a philanthropic banker, and we have seen what came 
of it. But the climax was reserved for Mr. Walter Buchanan, 
one of the members for the town, and who may therefore be 
regarded as Glasgow personified. Mr. Buchanan, as a man of 
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businefls, saw, perhaps with a clearer eye than the noble speakers 
by vhom he had been preceded, that the public would perhaps, 
after all, doubt whether the conduct of the Western Bank had 
been unexceptionable. He therefore met that point at once by 
informing them they bad nothing to do with it. " I am not 
heret" he said, " to say one word as to the question of manage- 
ment. That is a question which we, the public, have nothing 
to do with; that is for the directors, the managers, and the 
shareholders of that establishment to settle." If a concern is 
entrusted with eight millions of money, and the power likewise 
to ruin 1300 shareholders, including all sorts of aged and de- 
pendent persons, what business is that of the public ? Let them 
mind their own afi&irs and leave the parties in these little mat- 
ters to their own arrangements. Having disposed of that diffi- 
culty, Mr. Buchanan went on. The two establishments, he 
added, "bad succumbed from mere accident" — a statement 
which, if we are to dismiss all question about management, must 
of course be valid. And he persists, if it was not accident, it 
was " caprice." He also called the meeting back to the com- 
parison they had already received with so much favour of the 
Western Bank with the Bank of England, and wound up by a 
declaration that such were the claims of the Western Bank and 
the City of Glasgow Bank upon the grateful homage of the 
nation, that rather than they should be allowed to be ex- 
tinguished, the State should come forward for their support. 
" Whether by fresh subscriptions from the proprietary, whether 
by aidjrom Government, by whatever means it is to be done, it 
would be a grievous evil were these two establishments not again 
to be reinstated." The whole reads like a jest; but, although 
Sir Archibald Alison considered it " a proud thing for the coun- 
try," looking at the similar tendencies lately exhibited in London, 
Liverpool, and wherever analogous exposures of joint-stock mis- 
deeds have taken place, it must prove a melancholy one to all 
who value British credit. 
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XIII. 



There is one aspect of the agitation against a rigid mainte- 
nance of the Currency Law of 1844 which, if recognized by the 
public^ will especially assist their comprehension of its nature. 
The theory of Protection was not extinguished with the Com 
Laws. The battle on its behalf will again be resumed in the 
House of Commons. Sides have changed, and this time it is 
the commercial classes who are to protest against unfettered 
markets. The vital principle at issue is the same, but whereas 
we might now find Colonel Sibthorp, if he were alive, fighting 
against Government interference with the price of gold, the 
manufacturers, money-dealers, and traders are clamouring that 
it is upon this alone our financial safety in times of trial must 
depend. 

Gold is a commodity, and is regulated by the same natural 
laws as every other commodity. But the cry is that it is im- 
possible for the commerce of the country to be carried on unless 
Government is empowered whenever, owing to a foreign or home 
demand, the metal rises beyond a certain value to take measures 
to check this rise, and to enable those who would otherwise be 
obliged to comply with the market terms to get it at a lower rate. 
^' We cannot,^' it is said, ^' when all the world is struggling for 
it, be content with our regular share. Of course it will flow 
where the highest price is bid for it, and if we bid higher than 
other nations we shall get as much as we want ; but it is in- 
convenient for those who require an article to have to pay more 
than they expected for it, and if those people, whether abroad or 
at home, who have hoards of sovereigns in their possession will 
not lend them to the indebted classes at a lower rate than 12 or 
15 per cent., it is the business of the Prime Minister, for the 
protection of those classes, in some way either to discover secret 
deposits or to manufacture a pretended supply that shall render 
them independent of such extortioners." 
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Happy arrangement! While the hard calculator sees the 
time at hand when the gold he has prudently reserved will be 
worth 15 per cent., the dashing speculator comes to him with a 
laugh and says, ^' I shall offer you only 10 per cent., Govern- 
ment, considering that you were making too large a profit, have 
sent a quantity of the stuff into the market, so now you must 
be content to take such a rate as they think reasonable. Perhaps 
you expected also to buy sugar, silk, and all sorts of articles at a 
vast reduction. If so, you are disappointed. Thanks to Govern- 
ment, prices are looking up again. Doubtless, you think you 
were very wise in the results of patient inquiry and reflection 
that told you that about this time the improvidence of other 
traders and a foolish panic on the part of a selfish multitude 
would render gold worth almost anything; but if, instead of 
troubling your brains by watching the regular movements of 
mercantile affairs and providing against them, you had got some 
friend to tell you what was going on in Downing-street, you 
would have done better.^' 

In vain the deluded capitalist might exclaim that this addi- 
tional quantity of circulating medium which the Government 
have brought into the market is not gold, but simply paper 
secured by their own credit; and that those who have con- 
tracted to receive gold will surely not receive this paper on the 
same terms. On that point the answer would be, they have no 
choice. The new credit-notes have been manufactured so as to 
be identical in appearance with those which represented gold, and 
they are indiscriminately a legal tender. The infusion has been 
at the rate of 2,000,000/. in 20,000,000/., and consequently the 
currency has undergone a debasement of 10 per cent. Of course 
that is the sole reason of its being cheaper. The extent to 
which the infusion should be carried has not been settled. Some 
of its advocates wish a sliding scale, — that is to say, the issue 
of a certain quantity when the value of gold reaches 8 per cent., 
a further quantity at 10 per cent., and so on. 
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In all this we have the old play revived, only with different 
actors. The plea of the agricultural protectionist was, that 
unless Government would make com dear, the fields must be 
left untilled — that of the manufacturing protectionist is, that 
unless Government will make gold cheap, our mills must go out 
of work. He cannot compete with the foreigner except upon 
this condition. In each case the community at large would 
bear the tax. Every fall in the rate of interest causes the prices 
of produce to advance, and the consumer suffers in proportion. 
Whether the paying sections of the community will consent to 
give Government the power henceforth to perform the process 
whenever the borrowing sections may assure them by the force 
of a sufficient number of deputations that it would be desirable^ 
is the grand question of the prevailing controversy. 



XIV. 

« 

Are the trading classes of England unsound to the core ? A 
few weeks back, in relation to the case of Sadgrove and Ragg, 
and the subsequent development of similar practices among 
firms with some pretence to mercantile standing, it was con- 
tended that the non-punishment of such iniquities was to be at- 
tributed rather to defects in the machinery of the law than to 
any general laxity of opinion. An influential weekly journal 
doubted if that view were not too favourable, and from the daily 
records now presented, its incredulity would seem to have been 
well founded. No sign of healthy and independent feeling 
comes from any quarter. The Liverpool Borough Bank has 
between 300 and 400 shareholders, the Western of Scotland 
1,300, and the Staffordshire and Wolverhampton 200, while 
the number of creditors in each instance is proportionately 
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extensive. But in certain respects they seem all to be in har- 
mony, — namely, that the directors shall receive every mark of 
consideration or even of gratitude ; that there shall be no at- 
tempt to displace them, so as to prevent concealment of mis- 
conduct; that all efforts towards resuscitation shall be under 
their auspices and with a view to intrusting them with renewed 
power ; that there shall be nothing like a rigid examination of 
accounts ; and that, instead of any lesson being drawn from ex- 
perience, there shall be a general agreement to " say nothing of 
the past'^ and to spread an impression that what has happened 
is a great public calamity, for which, as if it were an earthquake^ 
no one is in any way responsible. At Liverpool it is put for- 
ward evidently as a great merit that none of the directors had 
recently sold any of their shares in the market. At Wolver- 
hampton the fact of their being ready to subscribe £100,000 
towards a new capital, after having jeopardized more than half 
a million of the old, is cited as an example of ^^ liberality ^' 
worthy of all fame, and at Glasgow their whole conduct is re- 
presented like that of a band of patriots struggling in some 
national cause against base and envious calumniators. 

It will be said the shareholders and creditorsj as the suffering 
parties, can, at all events, have no motive for their course, except 
from the promptings of kindness ; but this is not the case, and 
even if it were, it would be no excuse. Let people fulfil their 
duty to society, and then be as generous as they please. There 
is no generosity, however, in the affair. The impelling thought 
is — ^^ If by a general manifestation of confidence the public can 
be persuaded there has been nothing really wrong, we, the share- 
holders, shall get a chance of a new career, in which, by a renewal 
of the old management, high dividends may again be distributed 
(no matter at whose ultimate cost), and we, the creditors, shall get 
paid much more expeditiously than under the Winding-up Act.'' 
Directors, shareholders, and creditors, therefore, are enlisted iii 
a common aim, and it is by this fact alone that the overacted 
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unanimity at each meeting, and the cheers that follow every 
allusion to the " interests of the district," " the proud display of 
public spirit/* and the necessity for avoiding all '* hostile 
feeling/* are to be accounted for. The recommendation of the 
chairman, at the last meeting of the Great Western Railway 
Company, that the shareholders should not condemn the nature 
of the management, unless they wished to damage the price of 
its shares, is accepted as the ruling principle of action. 

But are the community at large to be blamed for this ? Un- 
fortunately there is no fairer type of the public than that fur- 
nished by the constituency of our various joint-stock establish- 
ments; and when, moreover, the views of these persons are 
supported by demonstrations such as that at Glasgow, repre- 
senting the aristocratic dignity, the wealth, and morality of an 
entire country, there is little ground to flatter ourselves that we 
are looking merely upon exceptional tendencies, and that the 
great body of the people are in no danger of being misled. The 
only hope is that their apathy arises from their not having re- 
cognized the extent and character of the evil. Have they any 
accurate conception of the general history of a mismanaged 
joint^stock bank, and of the crime and misery it engenders ? 
Do they reflect that the embarrassment and panic created 
through the country, and the consigning a number of share- 
holders, including usually a large proportion of women and 
bard-working professional men, from a state of fancied inde- 
pendence to complete poverty whenever the final crash occurs, 
constitute only a subordinate part of the offence for which its 
directors are responsible ? It is the demoralizing career pursued 
through 8 or 10 years of ** prosperity,'* before this consumma- 
tion arrives, that works the deepest ruin. It is in calling into 
existence gangs of reckless speculators and fictitious bill-drawers 
and elevating them as examples of successful British enterprise^ 
BO as to discourage reliance upon the slow profits of honest in- 
dustry, that a poison is infused which all the resolutions of all 
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tiie dukes, landlords, and merchant-princes in existence could 
never afterwards eradicate. Each point of corruption thus 
created forms an ever-extending circle. Youths are brought up 
to fraud, and no instruments are too high or too low for the 
purposes in view. 

Turn to the Bankruptcy reports in The Times of to-day. The 
first case is that of Mr. Banes. He has been one of the ac- 
ceptors for the Glasgow firms patronized by the Western Bank. 
His charge for the operation was 1 per cent., and in two years 
he earned in this way £600 or £700. He also employed other 
people to accept bills on their account. Two young women, 
shopkeepers at the West-end, and a Mr. Hopperton, of Oxford- 
street, were among the parties. The women gave their signa- 
tures as required, "probably without knowing the amount,'^ 
and Mr. Hopperton accepted in blank. The next case is that 
of Mr. Warwick, a London warehouseman. He was one of the 
acceptors for Monteith, of Glasgow, for whom the Western 
Bank are said to have discounted bills for £400,000. Then 
comes that of Mr. R. J. Brown, of Newcastle. His business 
also was carried on by accommodation paper, and he appears to 
have relied on the Northumberland and Durham District Bank. 
According to the statement of the opposing creditors he was "a 
needy, reckless, and improvident trader, who went on as long 
as he could get assistance from the banking companies, to whom 
he was at the time of his stoppage under discount £200,000." 
Here is the experience of a single morning in our law courts, 
and it may be believed that if the gaieral transactions of all the 
recently suspended banks could be exposed, this would prove 
but an insignificant glimpse of a system which has been pursued 
for years to an extent that has eaten into the heart of British 
commerce. 

Our people will now have to decide through their representa- 
tives in Parliament whether it shall be continued. It is fostered 
by the money-lending power in London. Relying upon the 
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ultimate liability of large bodies of infatuated shareholders^ the 
discount-houses supply these banks with unlimited means^ 
looking not to the character of the bills sent up, but simply to 
the security afforded by the bank endorsement. They could 
not, however, pursue this course except in the conviction that 
at every period of pressure the Act of 1844 will be suspended 
for their accommodation. When the banks they have been en- 
couraging break down, they would find themselves with a mass 
of temporarily inconvertible paper, which would cause their own 
stoppage unless they could force the Bank of England to give 
them relief. The point is. Shall the currency law of the country 
be modified in order to insure that end, or shall it henceforth 
be made known that they must trust to no relaxing power, that 
the credit of the nation will never again be given to them to 
play with, and that in the next time of trial, unless they can 
support themselves, they must be prepared to fall along with 
others? 



XV. 

Numerous communications received from the representatives 
of the solid commerce of the country indicate that the specula- 
tive classes will not have smooth work in their approaching 
onslaught against the Bank Charter Act. Perhaps, indeed, it 
is doubtful if they will dare to bring forward any definite demand 
for its abrogation. The plan will be to insist upon the intro- 
duction of a ^ relaxing power,'' and it is here that the danger 
lies of many respectable persons being entrapped into their 
policy. But it would be far better that the system should be 
entirely repealed. A law made to be broken at every time of 
trial can serve no other purpose than that of demoraliadng the 
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publiCj by ehowing them either that it is not founded on any 
definite principle, or that a principle once set up may be habit- 
ually disregarded. 

Many ^ ho feel the force of this argument, however, are de- 
terred from upholding it by the terror that at a future crisis we 
might find ourselves cut off from all remedy. The doctrine, 
they say, is sound, but the practice would be too awful. Their 
faith is good, except up to the final point. In that case they 
had better leave principle alone and trust altogether to empiri- 
cism. The two will not mix. A soldier who believes that 
courage will carry him through anything, except when he comes 
to cross bayonets, should rely upon some other quality, and not 
trust to courage at all. He could create a panic, but never win 
a victory. If, therefore, the Government do not believe that 
our currency regulations under the Act of 1844 were based upon 
an immutable principle which, faithfully respected, may consti- 
tute a safe reliance at all times and under all circumstances, and 
prove, indeed, like the keystone of an arch, essential in propor- 
tion to the pressure that may exist, it will be their duty to sug- 
gest such other principle as they may conceive to be the right 
one, — for a right one there must be, — or to avow that they have 
no conclusions on the subject, and that we must return to the 
previous plan of leaving everything to the discretion of the 
Government or of the banking interest for the time being. 

Meanwhile the advocates of the Act^ believing that a truth is 
good for everything or nothing, are prepared to maintain not 
only that it has never failed, but that it never could fail. They 
also contend that it is to the virtual existence of that relaxing 
power which the timid are afraid to see entirely prohibited that 
the worst features of our position at this moment are to be 
traced. In 1847 the course of many of the provincial joint-stock 
banks had been as wicked as that of some of those which have 
just suspended, and the calamity was aggravated by an extra- 
ordinary degree of mismanagement on the part of the Bank of 
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England. It was the operation of the Act of 1844 alone that 
rendered the further continuance of their mischievous proceed- 
ings impossible, but this effect would not have been produced if 
the thought of a relaxing power had been present to the minds 
of those who were seeking to postpone or to shift upon other 
shoulders the final storm. It was not till the twelfth hour, when 
the law had done nearly all its work, and when a favourable 
revulsion had actually been observable for two days, that the 
Government letter was issued. Consequently, it was never 
acted upon, and but for the future influence of the precedent 
thus established the concession might have been comparatively 
harmless. It was, however, predicted that in any after-time of 
emergency the value of the law would be found to have been 
destroyed.. Every one would rely that it would again be set 
aside whenever its pressure might become inconvenient, and 
consequently, instead of taking all precautions, would look to a 
panic not as something to be dreaded, but as a contrivance 
which at the proper time would enable them to go to the Minister 
and demand that he should make them easy. 

How this anticipation has been fulfilled the records of the time 
will show. In 1847 Consols went down to 79* Sales were 
pressed, because all who had the means of thus making themselves 
secure lost no time in doing so. In the present case the market 
has never given way, because those whose duty it was to provide 
against the consequences of their own misconduct felt confident of 
relief from another and less costly method. Every one conversant 
withj;he City knows that for weeks before the final distrust was 
got up, the leading London discounters, instead of encouraging 
the mercantile public in their calm reliance upon the salutary 
working of the existing currency system, were busily engaged on 
all sides in denouncing it, and declaring that unless the bankers 
and traders would help to break it down, they (the discounters) 
would inevitably be driven to cut off all accommodation from the 
parties they had hitherto induced to rely upon them, many of 
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whom they had helped to speculate in all kinds of produce, and 
that a general convulsion would ensue. It is also known that, 
faQing in their endeavours to frighten the more respectable por- 
tions of the public, they seized the opportunity of the alarm 
caused by the collapse of the Western Bank of Scotland and the 
exposure of its iniquities to press upon the Bank preposterous 
demands on an augmenting scale in proportion as they found 
them acceded to, and thai finally, when their ends had been 
accomplished, they boasted of the feat they had performed. 

Shall such a triumph ever be allowed again? Shall those 
who realize enormous fortunes by supplying ^^ facilities ^' to con- 
cerns like the Liverpool Borough Bank, the Western of Scot- 
land, and the Northumberland and Durham, secure that they 
can ultimately fall upon the unhappy shareholders, and who 
notoriously by similar conduct precipitated similar convulsions 
in 1837 ^^d 1847> be allowed to proclaim that they can dictate 
their own plans to the country, and render the inflexible main- 
tenance of a metallic standard upon which every contract in the 
kingdom is based impossible ? Their feeling is, ^^ The law must 
be broken down, or we must be broken down. If we were small 
people, of course there would be no question which should go. 
We should be told, if you have taken money at call, and have so 
employed it that you cannot get it in when it is wanted, you 
must make the best arrangement in your power with the persons 
you have misled. But, happily, so gigantic have been our ope- 
rations that if we are allowed to be inconvenienced, wide*spread 
confusion will ensue, and we can throw upon the Minister the 
responsibility of such a contingency .'' Is not this reliance upon 
their ability to bring about universal ruin solely dependent, 
however, upon the knowledge that the relaxing power can and 
will be exercised? If these houses had been taught that the 
currency law, like all the other laws of the country, was made to 
be respected, and not to be contemned at the very moment when 
it falls in wholesome severity upon those who have disregarded 
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it, would they have waited without taking a single precaution 
until they could go to the Minister and say '^ Our destruction 
is at hand unless you help U5 ;^' or would they not rather at aU 
costs have gathered up every available resource to provide against 
the coming peril ? Instead of concocting the cry of '^ panic/' 
would they not have assisted the press of the country in allaying 
all thought of so degrading a consummation ? Would they have 
preferred to attempt to embarrass the Bank of England, or to 
use every effort to assist it in inspiring confidence ? If their 
own safety had been enlisted oa the side of a dignified course, 
we should have had them among the most strenuous allies in 
the cause of. order, and theirs would have been the strongest 
denunciations against all who might even hint the possibility of 
distrust. 

In times of distress it must be difficult under any circum- 
stances to maintain the community in the exercise of self-pos- 
session. What, then, must be expected when a body of persons 
established in the very centre of our commercial operations are 
actually taught that it is by creating wild alarm they can best 
escape the consequences of past imprudence ? The existence of 
a relaxing power simply amounts to this — ^it is a premium for 
creating panic at those periods when the welfare of the nation 
depends upon mutual confidence being sustained, not between 
the public and gangs of broken swindlers, but between all 
honest traders, who merely wish to be assured that they shall 
not suddenly be confounded with the dishonest. The continu- 
ance of the Act of 1844 with the introduction of such a power 
would therefore be worse than its total extinction. Under a 
vague system administered by the Bank of England or any other 
body, there would at all events be an uncertainty that would 
frighten speculators lest changes should come upon them un- 
awares. In the opposite case they w<^uld have perfect immunity. 

Let it be remembered that in prohibiting a relaxing power the 
country in no way shuts itself out from the possibility of relief in 
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case some strange convulsion should arise to drive it from its 
senses. If Government interference with the debtor and cre- 
ditor relations of the people is to be tolerated, it can be effected 
without resorting to a debasement of the currency. Our system, 
like that of Hamburg, is in its practical operation a purely 
metallic one. The Hamburg people are at this moment seeking 
relief, but they have not proposed to the Senate to issue credit 
paper purporting to represent silver, and which can be forced 
upon creditors as a legal tender, and the equivalent of that 
metal. Instead of a spurious coinage to be mixed with the ge- 
nuine, they have asked for a fair issue of Treasury notes, bearing 
a rate of interest that will induce persons to take them, and the 
Senate, it appears, has just granted their request. Whether 
even this precedent is a wise one will be doubted by all who 
advocate the freedom of trade from State control, but it is at 
least straightforward in its character. As, moreover, the mer- 
chants of that city have simultaneously made a successful move- 
ment to help themselves by adopting the plan lately suggested, 
and disregarded on this side, with respect to the joint-stock 
banks and discount-houses — namely, that of establishing a joint 
guarantee, they were in a better position than our own specu- 
lators to ask for Government help. The course they have taken 
is at all times equally open to us, and no plea therefore can be 
tolerated that the step just adopted hei*e must still be kept in 
view as a final and only remedy against convulsion. 



XVI. 

An opinion has been expressed that at the approaching meeting 
of Parliament it will be the duty of Government to frame some 
further restriction on joint-stock banks. ^^ If no such restrictions,^' 
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it is said, ^^ are to be proposed, then all the recent attacks upon 
them have been mere idle invective/^ This simply amounts to a 
doctrine that trading mismanagement must never be condemned, 
except upon condition that Government shall forthwith under- 
take to remedy it by new legal restraints. The thing wanted, 
however, is the abolition, not the extension, of Ministerial med- 
dling. It is to the effects of Legislative interference with the 
natural relations of commerce that our present difficulties are 
owing. Let us have an ample and swift system of punishment 
under the criminal law for aU direct breaches of trust or falsifi- 
cation of accounts, and then let Parliament leave the people to 
enter into such engagements as they conceive to be best for 
their own interests, and to gather from the discipline of experi- 
ence the prudence which can be acquired in no other way. 

The Bank Charter Act has been represented in some quarters 
as a restrictive law, whereas its object as regards our currency 
is to establish absolute freedom. Its sole purport is that no one 
who has made a contract to receive gold shall ever be forced to 
take as a legal tender anything that is not gold or its equivalent. 
This is but the solemn maintenance of an indefeasible right, 
and has the same groundwork as all our other laws for the pro- 
tection either of person or property. But a true system and a 
false system will not work together, and hence the blind restric- 
tions which exist in other respects spoil its working, and throw 
us into perpetual confusion. 

If Government interfere with trade at all, they must do the 
work thoroughly, after the French fashion. As it is we have 
neither perfect freedom nor perfect surveillance. The people 
are told at one moment that if they make improvident ventures 
they must take the responsibility, and at another that Govern- 
ment will devise plans to render their investments secure, and 
in cases of especial pressure will adjust, by an action upon the 
currency, any inconveniences that may arise if these plans should 
fail. If a man beggared by connexion with a joint-stock bank 
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is asked how he could have been so foolish as to incur such a 
possibility, he may reply to the question, ** What reason had I 
to suppose there was any danger ? Had not the Legislature 
provided that in case of one-fourth of the capital being lost the 
shareholders should be called together? Had they not also 
arranged the very conditions on which the undertaking was 
established — ^the amount of each share and the sum that should 
be paid up ? If the motive of these regulations was not to 
insure as far as possible the safety of all concerned, what other 
purpose could have been contemplated, and, seeing that Govern- 
ment had thus exercised its vigilance, how can I be reproached 
for relaxing a little of my own ? '^ It has been the same with 
our savings-banks. The law for years gave people an idea that 
they had absolute Government security, and when misfortunes 
eame it was found to be a half-and-half law, just enough to dis- 
arm prudence and nothing more. Tet in all cases when the 
evils of such meddling are developed, the cry invariably is for 
more meddling, just as under the old and avowed system of 
protection there was always a demand whenever any mischief 
happened that some fresh class should be protected. 

The giant anomaly of our course remains, however, yet to be 
pointed out. While all the great convulsions of the country 
witnessed during the existing generation have been traceable to 
the operations of joint-stock banks, it is with regard to these esta- 
blishments that the Government have maintained their most 
exclusive prohibition against the exercise of free will, on the 
ground that by so doing they could give the public a guarantee 
of safety otherwise unattainable. If a dozen persons on one 
side and a dozen on another wish to enter into a mutual agree- 
ment that the former should be allowed to take care of certain 
deposits which the other might be disposed to leave with them on 
the distinct and mutually understood condition that they should 
not be personally answerable for any loss, except to the extent of 
a certain subscribed sum, the law steps in to forbid any such 
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proceeding. Instead of the twelve lenders being allowed to do 
what they like with their money^ they are told, '^ You are weak- 
minded persons. The State is the judge of the terms on which 
it would be prudent for you to trust other men, and it will take 
care to keep you from folly. It is true that Parliament has just 
passed a law to allow people to agree with one another in this 
way as regards all other commodities except gold, but the busi- 
ness in gold, although regulated by the same natural conditions 
as the business in wheat, silk, diamonds, or any other article, 
must be treated as something distinct. It would be such a 
dreadful thing if the country were to be liable to inconvenience 
from any mismanagement in that branch that the Legislature 
must violate a principle, and require the community to surrender 
their liberty of action in order to avert it. Whatever else may 
happen, you will find that the compulsory enforcement of 
unlimited liability will at least keep our banking system firee firom 
all danger.*^ 

Such is the argument, and the commentary on it lies in the 
history of the convulsions of 18379 1347, and 1857* The wis- 
dom of the Legislature, as opposed to the practical working of 
free will, has established a method to deter all prudent persons 
firom having anything to do with those particular concerns 
which, unless managed with prudence, are capable of bringing 
down national disasters such as can be created by no other 
means, and has at the same time contrived that the speculators 
who are thus called to assume control shall be vested with the 
most tremendous power ever conceived for the purpose of 
begetting unqualified confidence — ^namely, that of pledging the 
liability of hundreds or thousands of persons to their last shil- 
ling and their last acre. As the public could not take care of 
themselves, this has been the system devised by paternal rulers 
to keep them safe. We behold its results, and now the demand 
on the part even of some of our most intelligent writers is not 
for its abolition, but for an increased exercise of State prevision. 
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The money-lenders and all who gain by the excitement of un- 
healthy credit will heartily join in the appeal. The moment 
these houses and the public are compelled in their dealings 
with each joint-stock bank to look to the character of its trans- 
actions and the integrity of its managers, instead of relying 
upon the unbounded responsibility of a host of deluded share- 
holders, the traffic in deposits at call and the ** facilities '^ of 
re-discount will have reached its close. 



XVII. 

Throughout the entire currency debate which ensued on the 
first night of the Government application for an Indemnity, 
there was only one exception to the abstinence from any attempt 
to deny the exposures that have been made of the real nature of 
the recent infi-ingement of the Act of 1844. But that exception 
was important. The measure either amounted to a depreciation 
of the existing cireulation, or it was nothing. The Chancellor 
of the Exchequer wholly contradicts that it had any such effect. 
" It has been said/^ he observed, " that the Government have 
authorized the Bank to commit an act equivalent to a debasement 
of the currency, that what we have done is almost equal to per- 
mitting a repudiation of contracts, and that the sanctity of pro- 
perty was invaded by this additional issue of bank-notes. I 
entirely dispute the correctness of that view.^^ 

To most persons familiar with economical science, this remark 
will prove as staggering as if, in some discussion on mechanics, 
your opponent were to commence by calling in question the law 
of gravitation. It is more bewildering to have to answer such a 
point than it would be to argue out the most abstruse suggestion, 
just as would be the case if a person in the thick of a discussion 
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as to a series of events in the reign of Henry VIII. were suddenly 
called to prove that such an individual as Henry VIII. ever 
lived. If it is not to be taken for granted that an increased 
issue of an article, the value of which solely depends upon its 
scarcity, must depreciate the value of whatever quantity of it 
may have previously existed, it will be impossible to conjecture 
what single point of human knowledge can be taken as esta- 
blished. Why, the avowed objectof the issue was to lower the value 
of all that had been issued before I The debtors who clamoured 
for it pretended to have no other aim*, and the Government in 
granting it distinctly stated that they recognized that view and 
thought it a desirable one. When we speak of the '^ circulation,^' 
we speak of the money of the country, and the step taken was for 
the purpose of lowering the price of money. Had it not been 
adopted, the charge for the use of the circulation would have 
gone up to 12, 15, or perhaps 20 per cent. The Government pre- 
vented it from advancing beyond 10. If this is not equivalent to 
a debasement, we must have new dictionaries. As soon as the 
Government announcement came out, the sellers of produce 
found that a chest of tea or a ton of sugar was worth a larger 
portion of the circulating medium than on the day previously. 
Was this because tea and sugar had instantaneously become 
more valuable, although the supplies in the market were just 
the same as before ? or because the circulation had become less 
valuable ? Again, if an increased issue of circulation does not 
depreciate the previous issue, why should the " relief to the bill- 
drawers and produce-holders have been limited to £2,000,000, 
and to keeping the rate of interest down at 10 per cent.? If 
j62,000,O0O could be granted without affecting the currency or in- 
terfering with contracts, why not £4y000,000 ? Immediately on 
the appearance of the Government letter, one gentleman, who 
found a very prominent place in a daily paper, remarked, while he 
expressed his approval of what had been done, that its only fault 
was in not going far enough ; 8 per cent, he considered to be the 
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highest rate that any borrower should be required to pay, and 
as the Government had already consulted the convenience ot 
these classes, it was a pity they had stopped short of giving 
perfect satisfaction. It is one of the difficulties of the situation 
in which they have placed themselves, that they can hardly tell 
what is the charge that would meet with general approval ; be- 
cause, although the writer in question was so considerate as to 
say that when he wanted money, and its natural price was 12 
or 15 per cent., he would be quite satisfied if measures were 
taken to enable him to get it at 8, other persons might be less 
modest, and might think the exaction of even 3 per cent, a usu- 
rious and unnecessary aggravation of their difficulties. Indeed, 
if the doctrine broached on behalf of the Government be cor- 
rect, there can be no doubt this complaint would be valid. If 
a man who has a thousand pounds at his disposal, which would 
have brought him interest at the rate of 15 per cent, on a cer- 
tain day, can be persuaded that the value of his money has 
not been depreciated when he finds he can get only 10 ; or, if 
another, who has to receive a sum at a certain period, which, 
under natural circumstances, would have enabled him to buy 
100 bales of silk, can be convinced when he finds that owing 
to a measure of the Government it will purchase only 90 bales, 
that the prospects of his contract have not been interfered with, 
there can be no possible objection to carrying on the process to 
any extent, and every one will rejoice to see debtors and even 
speculators helped by the exercise of a beneficence which does 
harm to no one. Perhaps, if any old lady who receives her 
dividends on the 8th of next month shall apply to the Chan- 
cellor of the Exchequer, and say that she has been told that 
but for the Grovernment measure she might have got more of 
the necessaries and luxuries of life than she will now be able to 
obtain for it, he will explain to her the whole philosophy of the 
case. 

The plea at present is, that inasmuch as the extra notes just 
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issued are instantaneously convertible into gold upon demand, 
it is impossible to say i^^ith justice there can have been any 
depreciation. But the fact is, that even if the additional 
jB2,000,000, instead of being in notes, had been absolutely in 
gold dug up from some secret hoard, which Ministers could 
have put upon the market at pleasure, they would have ope- 
rated in an analogous maner. What man would part with goods 
for a sovereign today if he knew that out of a private deposit 
Lord Palmerston could tomorrow pave the streets of London 
with gold? If this illustration is applicable to the precious 
metal itself, what must be the case with regard to paper pur- 
porting to represent it ? An issue of £2,000,000 of previously 
undiscovered gold would act upon the whole stock of gold in 
the world, and the depreciation effected would therefore be 
scarcely palpable; but an issue of paper to that extent tells 
solely upon the circulation of England, and produces a propor- 
tionate disturbance. The Chancellor says, '^But you can get 
gold for it instantaneously. If the JB5-note just issued to you is 
as good as five sovereigns, how can there possibly be any depre- 
ciation?^' Great stress is laid upon the '^instantaneous'^ conver- 
tibility, and it is here the delusion lies. For years past it has been 
deliberately agreed that if a larger amount than £14,500,000 
of credit notes were issued, the convertibility of the circulation at 
all times and under all circumstances could not be guaranteed. 
Every note issued beyond that sum was to be secured by a corre- 
sponding deposit of gold. The gold thus held^constitutes, there- 
fore, an inalienable security against certain defined commitments. 
The person who has taken bank-notes on the faith that their 
convertibility is thus secured, relies that whenever he may pre- 
sent those notes, even if it be ten years hence, he will find the 
gold ready to be delivered to him. He may carry them to 
America, or remit them thither, as is frequently the case. He 
does not want to change them '^ instantaneously,'' or he would 
not have takeh them at all. He rests upon the security which 



60 TU£ CURRENCY. 

is, in fact, mortgaged to him. If, however, Govermnent, with- 
out his leave, borrow an additional sum upon this security, what 
is his position ? Put the matter as between individuals. If a 
railway company were to issue promissory notes to a specific 
amount, secured partly by their property in the line and partly by 
a certain cash deposit at their bankers, and were subsequently, 
without any consent from the holders of this first issue, to put 
forth an additional amount of such notes upon the faith of the 
same security, and in such a form that no one could distinguish 
between one issue and the other, what would be the nature of the 
act ? Would it be enough for them to say, '* Oh, the security 
which was first solemnly made over as a guarantee for j£500,000 
is in our opinion quite good enough to cover j£600,000. If you 
don't think so you can bring in your notes, and they will be in- 
stantaneously paid out of the cash portion of the deposit. It is 
true, perhaps, that when you entered into the arrangement you 
did not want to have to terminate it so suddenly as a matter of 
precaution, and also that persons at a distance may never know 
or understand what has been done ; but it is your own fault if 
you are alarmed. We can assure you you cannot with justice 
say your security is depreciated from its being made to cover 
£600,000 instead of £500,000. So confident are we on that 
point, that if you bring in your notes we shall issue them again 
to some one else. Of course it would be very hard if the secu- 
rity should by any possibility prove inadequate for the whole 
amount, and some of the holders of the new issue should be 
found to have absorbed any part of the cash that was at first 
pledged solely to the others ; but we do not think there is the 
leajst chance of such an accident. In fact, we are convinced it 
will be all right. You may have your misgivings, and may 
fancy that, if we assert that a security is not depreciated in pro- 
portion to the amount it is made to cover, we shall perhaps at 
a future time further increase the total from £600,000 to 
£800,000, or even more. Perhaps we may ; but depend upon 
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it if we do we shall get the sanction of Parliament for it^ and 
we hope that will satisfy you. On a former occasion, when 
paper was not so popular as it ought to have been, that body 
declared a one-pound note and a shilling to be as good as a 
guinea, and we still have every confidence in them.'' 

The case seems especially adapted for legal comprehension, and 
perhaps the Attomey-Oeneral in the one House and the Lord 
Chancellor in the other will favour the public with their view of it. 
Meanwhile, simple people will still doubtless fancy that they 
have not been dreaming all their lives while they have supposed 
that to lower the value of a thing was to ^' debase " it, or that 
for Government to take measures to interfere with the supply 
of any given commodity, whether that commodity be gold, wheat, 
or anything else, is, whatever may have been the motives for it, 
neither more nor less than an arbitrary step for the disturbance 
of existing contracts. 



XVIII. 

It is presumed the Government in determining not to repeal 
the Bank Charter Act, have also resolved to intimate before the 
termination of the present session, that it is intended that the 
law should henceforth be respected, that all persons must there- 
fore take warning that any commercial engagements they may 
voluntarily enter into will be subject to its operation, and that, 
after this fair notice, whatever may be the position in which 
they may choose to place themselves, there must be no idea of 
appealing to Government to throw the consequences on other 
shoulders. It is obvious that if the possibility of a new infringe- 
ment of the existing system is again contemplated, either for 
1867 or any other period, due provision should at once be made 
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for such a contingency, in order that the interference should 
come in a legal manner, instead of in the demoralizing shape of 
the suspension of a solemn enactment, under which the financial 
responsibilities of every individual in the kingdom are supposed 
to be regulated, at the pleasure of the Ministers of the Crown. 
In insisting upon a well-ordered course for the future, there is 
no necessity to condemn the step recently adopted. The Justi- 
fication, or at all events the apology for the Government, is 
perfectly plain, although perhaps they will themselves adopt 
some other method of defence, founded on the routine platitudes 
about the serious consequences that would have fallen on the 
commercial community. It is that, owing to the setting aside 
of the Act in 1847i a precedent had been established which 
entitled the speculators and the indebted classes generally to go 
to the Government and say, " We have a right to expect that 
what was done then will be done now. Subsequently to that 
occasion there was no annoimcement that the law would hence- 
forth be inflexibly upheld in its integrity, and that we must 
consequently be prepared for all that might happen under it ; 
we have relied upon relief whenever we might be in a position 
to declare its pressure unbearable. We have therefore made no 
preparation for any other result, and we now, at the twelfth 
hour, throw upon you the responsibility of refusal." Moreover, 
if the Minister had dismissed the appeal on the ground that the 
petitioners had made their bargains with their eyes open, and 
that, if they had been improvident, it would he better that the 
natural lesson should be borne at any cost than that the State 
should be^n a system of meddling with private contracts, which, 
once commenced, must be extended to all the vicissitudes of 
trading indiscretion, the argument would not have been valid. 
The rejoinder could have been made, " But you do meddle, and 
all that we now ask is that you should meddle again, in order to 
repair the consequences of your previous meddling. You have 
meddled to prevent joint-stock banks from being formed upon 
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such principles as the people, in the exercise of their own saga- 
city, might deem best ; and it is to the vicious and extraordinary 
power wielded by these joint-stock banks that the present con- 
vulsion is to be traced. You have meddled by establishing cur- 
rency laws for Scotland different from those of England, and, 
lastly, you have meddled by compelling the Bank of England to 
publish a weekly account of its banking reserve, calculated at all 
times of emergency to cause panic; while you proclaim that its 
constitution is precisely the same as that of every other bank in 
the kingdom from which no such return is required. You have 
also contrived so to mix up this return with that of the issue de- 
partment, which belongs solely to the nation, as to create per- 
petual confusion in the public mind. Remove these inconsis- 
tencies, and then you may rationally talk of consistency on any 
other point.'* 

It is in this way that the departure from principle in one 
respect precludes the possibility of its rigid enforcement in 
another* Oovernment have hitherto assumed functions with 
which they have no proper concern, and the available plea is 
that previous empirical steps were to be met only by a remedy 
of an analogous description. Hence there is really no charge 
against them for their late pliability. The reproach will be if 
they neglect to establish a clear understanding for the future, 
and to proclaim a logical course, to consist in the avowed and 
entire recognition either of the French plan of surveillance, or of 
the more congenial doctrine of the freedom of trade from all 
artificial trammels. There may perhaps be differences of opinion 
as to which is the better, but no one will dispute that a mixture 
of the two can never answer. 
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XIX. 



The following letter on the compuUory enforcement of un* 
limited liability as a protection to the creditors of joint- stock 
banks, who, although belonging to the commercial community, 
are assumed by the Oovernment to be wanting in sagacity to 
make such contracts as will best protect themselves, is instruc- 
tive. It will be seen that the evidence given by the City of 
Glasgow in favour of the paternal system was actually founded 
on certain ^^ opinions '^ formed of the Western Bank of Scotland 
as an example of its beneficial influences. Probably, however, 
a great amount of public enlightenment, purchased by dearly 
bought experience, will yet be required before its true results 
come to be understood. In principle, the interference of 
Oovernment to dictate the terms upon which traders shall trust 
each other is of course admitted to be unsound, while the 
enforcement of the system upon dealers in money, and not 
upon the dealers in any other commodity, is altogether incon- 
sistent. But neither principle nor consistency is just now in 
fashion with respect to commercial or financial questions. The 
victims may ask what is the value of a protection that disarms 
their own vigilance and lands them where they have to struggle 
through all sorts of litigation, as in the case of the Royal British 
Bank, to get even a compromise, or where, as in that of the 
Western of Scotland, with 6 millions of deposits, they are con- 
demned to wait for a couple of years. The prudent merchant 
may demand whether these banks would have been trusted with 
almost exhaustless means for their vile career but through the 
false confidence thus generated, and the practical statesman may 
protest that a law which has been shown to be so intrinsically 
odious to all careful and honest men, that few can be found 
voluntarily to place themselves within its scope, cannot be 
adapted to a state of social progress; but they will be over- 
powered by numbers who will stilli like the Glasgow authority. 
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pour out the everlasting and all-sufficient phrase that, in their 
*' opinion/^ there would be no safety for anything if a change 
were made ; — 

" Sir, — ^Allow me to call your attention to the report of the Mercantile 
Law Commissioners, issued in 1854, and more particularly to the evidence 
therein contained respecting Scotch Joint-Stock Banks. 

" The commissioners circulated a series of questions with regard to partner- 
ship liability. 

*•* Question 8 was, — 

" ' Are you of opinion that unlimited liability, in the instance of joint-stock 
associations, especially where there is a numerous and wealthy list of share- 
holders, leads to an undue amount of confidence on the part of capitalists or 
money-lenders in the operations of the company ? 

" ' Do you think that it induces a board of uncontrolled directors, where 
the partnership is a joint-stock banking company, to discount bills or advance 
moneys more extensively and less prudently than the resources of the bank or 
the character either of the objects for which money is lent or of the bills dis- 
counted would warrant? 

" ' Are not the directors of other joint-stock companies, under similar cir- 
cumstances, liable to involve their shareholders by entering into engagements 
of an equally hazardous or objectionable character ? ' 

" To these questions John G. Kinnear, merchant (selected by the Glasgow 
Chamber of Commerce), replies as follows, on the 3rd of December, 1853 : — 

*"1 do not think that unlimited liability in joint-stock companies whose 
partners are numerous and wealthy leads to undue confidence in the opera- 
tions of the company on the part of capitalists or others, or that the directors 
of such companies are pecuharly liable to involve their shareholders in hazard- 
ous or objectionable speculations. My own experience is that the reverse is 
the case, especially with joint-stock banks. I consider the unlimited liability 
of the partners the best security for the creditors, and for the partners also. 
The unlimited nature of their liability stimulates the partners to elect fit and 
proper persons as directors, men of wealth as well as experience, on whom 
their own unlimited liabihty must operate as a check to imprudent specula- 
tion. It is the direct interest of these directors to manage the affairs of the com- 
pany with prudence, and, if need be, to stop and wind up the business before 
the whole paid-up capital is lost ; in other words, before they have incurred 
liabilities beyond the amount of their whole paid-up stock 

" ' The Western Bank of Scotland, in Glasgow, have a paid-up capital of 
^1,000,000, with unlimited liability, but with a clause in their contract that 
they shall stop and wind up in the event of a specified portion of the capital 
being lost. The directors are men of wealth in the city, or of landed property 
in the neighbouring counties, men who are to the last degree unlikely to per- 

F 
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mit this elanse to be violated, or to bring the bank into sueh a position as to 
render the enforcement of the clause necessary/ 

'* How does this evidence tally with recent experience ? 
*' The whole of the above report is particularly interesting at this period. 

** Your obedient servant, 
" 68 Chancery Lane. " J. T." 



The dealers ia deposits and re-discounted bills may rejoice. 
Parliament and the Oovemment are still disposed to uphold 
the system which^ if not the cause of their prosperity, has at 
all events been singularly coincident with it. The debate on 
the exceptional enforcement of unlimited liability in the trade 
of banking — which, in fact, simply involved the question, 
*^ whether the mercantile classes are better judges of their own 
interests than either the House of Commons or the Govern- 
ment,'' — terminated exactly as had been anticipated. The 
doctrine that freedom of contract cannot in all cases be safely 
allowed in England, and that Parliament should still retain in 
its hands the patronage of granting the privilege of limited 
liability to such banking concerns, whether home or colonial^ 
as may contrive to find favour with it — was not exactly ex- 
pressed in a direct resolution ; but the motion of Mr. Headlam, 
which would have been tantamount to an opposite avowal, was 
got rid of by a vote of 118 to 47. 

The public are already aware of the grounds on which the 
compulsory introduction of unlimited liability into all banking 
contracts is condemned. They may be resolved, in fact, into 
two axioms : — 1st, That it is against all rational views of Uberty 
that Government should interfere to dictate the terms upon 
which alone one individual should place confidence in another ; 
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and 2Ddl7, That as all laws should be based on coherent prin- 
ciples, it is absurd to prohibit limited liability in any trade 
connected with the commodity called money when in the trades 
connected with every other commodity the public are allowed 
freely to exercise their own judgment. There is no occasion, 
therefore, to enlarge upon these points. But most people will 
like to be told in a few words the considerations that are urged 
for their being set at nought. 

One gentleman, who seemed to think there was no getting 
over the fact that if the choice of limited liability is permitted 
in every other case of trading, it should in consistency also be 
allowed in that of banking, still contrived to do good service 
against the cause of commercial freedom from Government 
trammels by expressing extreme distaste for the thing itself. 
He thought that the operation of the prohibitive law was bene- 
ficial, and his reason for that opinion was, that it protects the 
public, who know nothing of the affairs of the Bank, while it 
throws the onus of everything on the shareholders, who have 
cognizance and direction over the conduct of their directors. 
What did he mean by ** the public " ? The only portions of the 
public interested in the matter are those who may choose to 
have dealings with the Bank, and the simple question is whether 
it is not quite as much the duty of these persons to ascertain 
its standing and character and constitution before entering into 
transactions with it, as it is that of some distant individual — ^a 
governess or a clergyman perhaps — out of a body of a thousand 
shareholders. Moreover, as these persons need not trust the 
Bank unless they choose to do so, why need Oovernment 
trouble themselves specially to protect them from the conse- 
quences of voluntary acts, when they take no similar steps to 
prevent any old lady from investing her all in Venezuela De- 
ferred Bonds or the shares of the Golden Wheal Mining Com- 
pany just opened up in the middle of Wales ? If we are to have 
protection at all, let us all be fairly protected alike. It is too 

f2 
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bad that those who may happen to be claimants on banks 
should enjoy the exercise of Government prevision on their 
behalf, while the claimants on other establishments are obliged 
to trust to their own vigilance, although their time is equally 
valuable. The next argument was, that limited liability en- 
courages speculation ; but as the same speaker had just before 
shown that it encourages extraordinary caution by stating that 
he himself would not trust a limited liability Bank, there is 
no occasion to deal with that, especially as what he doubtless 
meant to convey was that he would not trust such a Bank ex- 
cept upon grounds that would satisfy any prudent man. No 
doubt he trusts the Bank of England, which is a limited liability 
Bank, but he does so on the faith of its capital and manage- 
ment. He next pointed out how well the paternal system works 
even in the worst cases by mentioning that the creditors of the 
Royal British Bank will afler all get I6s. in the pound. They 
have not got it yet, and he omitted to remark, moreover, that 
while he attributes the recovery of that sum to the wholesome 
effect of the shareholders being liable to their last farthing, 
they would never but for the law of unlimited liability have 
trusted the Bank, or been in a position to trouble the share- 
holders at all. 

The next speaker " believed'* that but for the existing law 
matters would have been far worse than they are at present, 
but did not explain the grounds of this belief; whether for 
instance, if there had been no unlimited liability in the case of 
the Western Bank of Scotland, they would have been trusted 
with twelve millions of deposits instead of six, or would have 
had still greater ^' facilities '' from the London discount-houses. 
This member also sought to draw some distinction to the effect 
that "other traders employed their own capital, but bankers 
traded with the capital of other parties ;'* and as no one asked 
him whose capital it is a man grades with when he gets a bale 
of silk or a cargo of tea upon credit, the remark seemed to answer 
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very well. In fact, the gentleman who rose after him — ^an ex-* 
Grovemor of the Bank of England — was so struck with this 
observation that he hastened to express his entire concurrence 
with it. 

The House was then informed that it is the credit of a Bank 
that constitutes ^^ its sole and true capital/' a fact which is, at 
all events, undeniable in some cases; since, the Western of 
Scotland and Liverpool Borough Bank, having lost the whole of 
their paid-up subscriptions some time back, had latterly, thanks 
to the discount-houses, traded on nothing else. '^ If Parliament,'^ 
it was observed, '^ limits the Uabilities of a Bank, it will also limit 
its credit ;'' and this seemed to be considered a very grave con- 
tingency, although there are some people, perhaps, who think 
it might not in the instances just mentioned have proved a very 
disastrous one. But the truth is. Parliament are not asked either 
to limit or to extend the liability of joint-stock banks. They are 
simply asked not to meddle at all in the matter. It might, 
moreover, have been inquired whether the credit of the Bank of 
England is limited by its enjoyment of limited liability ; but 
that did not seem to occur to any one. This speaker then 
offered his testimony to controvert the statement that unlimited 
liability prevents prudent persons from having anything to do 
with joint-stock banks, and immediately, like one of the previous 
speakers, clenched his statement by avowing that, except under 
the most cautious circumstances, ^^ he should not like to be a 
shareholder in such concerns." He was not, however, wedded 
to the absolute enforcement of unlimited liability. All that he 
insisted upon was that there should be Oovemment meddling 
of some kind — ^say to the extent of enacting that the liability 
should be to twice the amount of the subscription, — anything 
rather than cut the whole matter short by recognizing that the 
mercantile and financial classes do not require the Government 
to teach them how to conduct their own afiairs. Finally, it was 
urged by this member as a subject for astonishment that any 
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'one should say the system had hitherto failed in giving the pro- 
tection it professed. He could recollect only two instances in 
which broken joint-stock banks had not paid in full. It is bad 
to trust to recollection on statistical points^ and it is believed 
the list might be enlarged, especially by some illustrations from 
Newcastle. But it appeared to be forgotten that in all these 
cases of stoppage it is the delay that causes ruin. No doubt 
the depositors in the Western Bank to the extent of six millions 
will be told, ^^ Oh, you will have nothing to complain of. You 
will get everything in the course of a couple of years.'^ But in 
times like the present this is not quite so comforting as the 
honourable Member seemed to imagine ; and moreover it will 
perhaps also be disagreeable to these depositors to feel that, 
although they may get everything, it will be by plunging hun- 
dreds of families, children, widows, and aged men, into inex- 
tricable and life-long penury. 

The last speaker whom it is necessary to notice complimented 
his predecessor on the nature of his views, and immediately 
spoke against the most important of ihem by asserting that the 
chief object with regard to Banks was ^^ rather to check their 
credit '^ than increase it. Supposing it would check it or increase 
it, however, each proposition served in turn as an axgument to 
uphold the existing system, and to prevent the recognition of 
the one great principle of freedom of trade that would solve 
every difficulty. 

Whether the public will think that the pleas just cited — and 
they comprise the whole that were brought forward— are suffi- 
cient to justify the maintenance of an anomaly which still keeps 
the theory of protection in vital play, and is opposed to the 
entire spirit of English independasiee and self-reliance, is the 
point that remains to be solved. All the views uttered by the 
majority last night, like many of those by which they have just 
been preceded on the currency, would have seemed consistent 
in the French Legislative Chamber under the presidency of 
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Count de Momy ; but it appears like an illusion to believe that 
they were heard in an assembly which more than ten years back 
affirmed, with an overwhelming voice, the wider conceptions 
that were then inaugurated. 



XXL 

The remarkable feature of the currency debate which termi- 
nated the short Session summoned to pass the Bank Indemnity 
Bill, was the absence of the usual attempts to distract the House 
with a multitude of nostrums. At former periods nearly every 
speaker against the Bank Act has had a plan of his own to 
insmre at all times a ^^ sufficient^' supply of- the circulating 
medium, and, while no two of them could ever agree except in 
denouncing the existing law, they were a most formidable and 
distracting body, since with a hundred panaceas to demolish, 
before you had got to the end of the list the first was sure to be 
again as fresh as ever. All this seems to have been extinguished 
by the exposures before the committee of last session, and even 
Mr. Spooner, although in a mystical or non-natural sense, has 
advanced so far as to wish to repudiate any connection with the 
inconvertibles. At least two-thirds of the House appear to 
have given their adhesion to the theory of the Act of 1844, while 
the remaimng third have for the most part abandoned their in- 
dependent and incongruous devices, and have united on a com- 
mon doctrine, which happily can be understood and handled. 
This doctrine simply is, that although the State may compel 
persons to take bank-notes as a legal tender for gold, they 
should not enforce any precautions to ensure that there shall 
always be a supply of gold to meet them ;• that, in fact, it is not 
necessary to take any such precautions, since, if the law declares 
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that a bank which issues promissory notes payable in gold on 
demand shall always be held bound to fulfil such promise, it is 
quite impossible it can ever fail to do so. Considering the vast 
experience acquired by most persons before middle life, of the 
difference between a promise and its performance, the majority 
of mankind will perhaps be rather startled at this view ; but, as 
they have lately been told that an article whose worth depends 
solely on its scarcity is not in the slightest degree depreciated 
in value by any additional quantity that may be produced — 
that, in fact, diamonds would be as costly as ever if they were 
as abundant as acorns — ^it may perhaps not have taken thein by 
surprise. The argument is, that as the amount of money which 
the public require for their daily transactions is regulated by the 
natural course of trade, no one will take any more than he 
wants, and that if a bank attempts to force out a supply of 
notes in excess of the legitimate demand, they will forthwith be 
returned to it. It is also urged that if trade should be carried 
to such an unhealthy point as to lead to a drain of bullion, the 
necessary contraction will steadily be effected by the notes in 
circulation being sent in for gold until the adverse condition 
shall have been corrected. How does this argument justify the 
doctrine founded upon it ? The problem can be worked in a 
few lines. Suppose the Bank of England possessed of authority 
to issue notes at its own discretion, and that it were to resolve to 
support " the enterprise of the country '^ on a scale commensu- 
rate with the views of the authorities at Liverpool, Sunderland, 
Glasgow, and elsewhere, who have the broadest ideas of its 
functions. It discounts all the bills brought to it, makes ad- 
vances on stock, railway shares, ships, iron works, and coal 
mines, and, in short, opens its purse to all comers. Supposing 
five miUions to be thus issued in the course of a week, what 
would become of them ? The gentleman who had just got a 
loan of J£100,000 on some worthless ships would of course pay 
the sum into his bankers. That firm would pay it to their own 
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credit with the Bank of England, whence they would henceforth 
at any time have the power of demanding it in gold. But if the 
foreign exchanges at this time were favourable, they would not 
demand gold. In a little while, however, the fortunate borrower 
of the £100,000 would begin to think of turning his money to 
account. He would order goods from abroad, or buy foreign 
stocks, or help to get up new companies at home that would 
employ labourers who would consume foreign produce and 
create nothing that could be exported in return, and in a 
short time an immense demand would spring up for specie to 
be sent out of the country. The note-holders then, but not 
till then, would begin to take their paper to the Bank for gold, 
the depositors would draw out their deposits in notes and im- 
mediately present these also for cash, the stock would be rapidly 
reduced, even persons who had no foreign payments to make 
would take fright and resolve to get gold while there was any 
left, and at length it would be announced that there was no 
more to be had. A system that would admit of these results 
is what is now contended for by those who oppose Sir Robert 
Peel's Act, and for whom a circulation precisely analogous to 
one of pure gold is not good enough. It is the same as that 
which prevailed before the passing of that Act, and for which 
a remedy was universally demanded. It had led the Bank of 
England on one occasion to a suspension of specie payments, 
and had at a later period nearly produced a like event, when a 
loan of specie was found necessary from the Bank of France. 
For the second time within' twenty years it has created simi- 
lar consequences in America, having, in fact, from its ope- 
ration in that country been the proximate cause of all the 
disasters just experienced here and throughout the continent of 
Europe. And the present moment is selected for recommending 
the British Legislature to retiu-n to it. ^'I hold," said Mr. 
Disraeli last evening, '^ that by ample, complete, and irrefutable 
evidence three things are established — that a bank-note con- 
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yertible at par cannot be depreciated ; that it is impossible for 
any issuer of any bank-notes convertible at par to force them 
into circulation ; and that prices cannot be affected by a bank* 
note circulation under such conditions further than they would 
be affected by an equal amount of metallic currency/' In The 
Times of yesterday the failure was announced of an old, worn- 
out concern, called the Worcester Bank, of Messrs. Farley, 
Lavender, and Co. It had a small circulation of notes, all of 
which purport to be convertible at par. The holders, however, 
find the doors of the establishment closed, and are in much 
disquietude of mind. It would be a great charity to convince 
them by ample, complete, and irrefutable evidence that their 
property has not become depreciated. Perhaps the only way 
to do so would be by buying the notes of them at the rate of 
209. in the pound. Will Mr. Disraeli^ or any of the professors 
of the school he has joined, seize the opportunity to give a 
tangible illustration of the sincerity of their convictions ? 



XXII. 

The advices from Hamburg to-day (the 3rd Dec. 1857) ii^^i- 
cate a degree of discredit such as perhaps has scarcely ever be- 
fore been witnessed in any commercial city. All the efforts of 
the leading merchants, combined even with those of the Govern- 
ment, seem powerless to create the slightest revival of confi- 
dence. The warehouses are choked with unsaleable produce, 
and, so far as instant availability is concerned, the acceptances 
even of respectable houses are treated as little better than blank 
paper. The lists of failures received to-day and yesterday are 
so long and so indiscriminate that it is useless to publish them. 
From the first it has been known that the consequences of the 
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American convulsion would fall with far greater severity on 
Hamburg than on any other place, but the signs now presented 
show that, conjointly with the inflated trade to New York, a 
general speculative business in all kinds of imports must have 
been carried on to an unprecedented extent, and especially in 
connexion with Sweden and Norway. In the midst of this 
utter confusion the currency of Hamburg is sound, because, 
happily, it consists of specie. The break-up of individual credit 
is not aggravated by any doubts as to the intrinsic value of the 
circulating medium. The scarcity of that circulating medium 
as compared with the amount of the liabilities which persons 
have promised to redeem with it, is the inconvenience from which 
the indebted portion of the community are suffering, but for 
that there is no remedy. If they have promised to pay in silver, 
and have not got the silver, all the currency doctors in the world 
could not teach them how to escape the acknowledgement that 
they are unable to meet their obligations. They might make a 
raid upon a neighbouring State to get a supply, or resolve to 
mix a certain percentage of spurious coins along with the 
genuine, but there is no other expedient open, unless they have 
got goods which will sell in foreign markets on sufficient terms 
to bring in the required relief. Meanwhile those who are lucky 
enough to hold silver, after being compelled for many years 
past to pay inflated prices for flour, cofiee, sugar, &c., can now 
get double the quantity of these articles they would otherwise 
have been able to obtain. The writers of the Birmingham school 
would doubtless think the position of the people of Hamburg 
might be much better at this moment if, instead of their cur- 
rency consisting of silver, it were composed of promises to pay 
in silver without any silver at the back of them ; but the classes 
to whom this currency belongs, as well as those who are entitled 
to have their contracts fulfilled, will consider the simple metal 
good enough. If the circulation had consisted of credit paper, 
all that could have been done would have been to issue more 
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credit paper^ and to force every claimant to take it as if it had 
been silver. Measures of this kind are still in the power of the 
Senate^ if they think fit to adopt them ; and therefore the exist- 
ence of a metallic currency in no way cripples their modes of 
action. If they like to declare that^ instead of demanding specie^ 
every man who is entitled to receive it immediately shall be con- 
tent with a promise that it shall be handed to him at some more 
convenient time^ the lawgivers can of course do so in the exer- 
cise of their sovereign functions. Up to the present moment 
they have pursued a more honest course. They have not kept 
to the rigid plan of abstaining from all interference — such a de- 
cision could never have been looked for on the Continent, 
whatever might have been hoped with regard to England ; but in 
adopting credit notes they have issued them as what they really 
are. They have not put them forth as the equivalent of specie, 
but merely as promissory notes bearing a sufficient rate of in- 
terest to induce persons to take them voluntarily. This issue 
they have limited to about £1,000,000, but they can increase it 
to any extent they please. If, therefore, the Hamburg traders 
still suffer, it cannot be from the want of paper circulation. The 
Senate must certainly be deemed the best judges as to the point 
to which such advances can be safely carried. It is the want of 
credit — the want of a belief, in fact, that those who may make 
promises to pay will ever be in a condition to fulfil them, that is 
the irremediable evil. The Senate have no choice but to sacri- 
fice the interests of the public by assuming the liabilities of the 
houses they thus distrust, or to allow the consequences of the 
collapse, which must fall somewhere, to fall upon those by whom, 
either through reckless speculation or misplaced confidence, it 
has been occasioned. 
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XXIII. 



The following letter relates to the law of unlimited liability 
which is now applied to the trade of bankings and to no other 
trade whatever, although the natural principles that regulate 
one regulate all, and it can make no difference whether men are 
trusted with money or money's worth. The writer points out 
not only thi^t all our colonial banks enjoy limited liability, but 
that the same is the case with the Bank of England, the Bank 
of Ireland, the Bank of Scotland, and other similar establish- 
ments against which a breath of distrust has never been directed. 
It is true that in the case of the colonial banks Government 
have so far meddled as to insist, with a view to protection, that 
the shareholders shall be responsible to twice the amount of 
their subscriptions, but this is an exceptional absurdity which 
could never bear the test of general discussion. How can Go- 
vernment guarantee that double the amount of the original sub- 
scription will secure the public from loss ; and if they cannot 
make the matter certain, why should they undertake the re- 
sponsibility of interfering with it at all ? The simple thing con- 
tended for is the principle of freedom of contract. It is the 
business of the Legislature to establish laws that shall compel 
men to fulfil such engagements as they may enter into, but to 
leave them to their own discretion as to the nature of those 
engagements. If Smith, believing Brown to be an honest man, 
wishes to trust Brown with his money, on a mutual understand- 
ing that Brown will not pledge his private fortune for its safe 
custody, it is just as irrational for the Government to step in to 
prohibit such an arrangement, as it would be for them to inter- 
fere against any other manifestation of confidence that Smith 
might deem expedient. Why liot also prohibit him from making 
foolish loans, from buying Mexican or Spanish bonds, and, in 
fact, from doing anything with his cash except under the exer- 
cise of paternal care ? Any one would suppose, from the argu- 
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m^nts of those who advocate the continental system of State 
control^ that if the people were allowed the freedom of entering 
into contracts of limited liability^ they would have no power of 
avoiding such contracts if they did not like them. But the en- 
joyment of the liberty to trust a limited bank, if they choose to 
do so^ would not prevent them from insisting upon unlimited 
liability if they prefered it, or upon any modified form of liability 
they might deem better. If the field were left clear^ the unfet- 
tered sagacity of the public would soon lead them to the safest 
course. Those who deserved confidence would get it, and 
although any body of persons that might like to bid for bank- 
ing business, by recklessly holding out the temptation of their 
unlimited liability, would still have the power to do so, it is 
probable the community would in many instances select to 
deal with concerns managed and owned exclusively by persons 
who would enter into no such speculative commitment, and 
who, knowing that they could get credit only by the nature of 
their transactions, would simply stake a certain sum, together 
with their character and experience, as a security that they 
would act for the benefit of all to the best of their ability. In 
some cases the unlimited guarantee of the directors and ma- 
nager might be deemed an advantage, in others a liability on the 
part of the shareholders to double or treble the amount of the 
paid-up capital; but, whatever might be the plans that would 
prove most efficacious in inspiring confidence, they ought to be 
left free in each instance for the public choice, and not to be put 
upon us as Parliamentary leading-strings : — 

"Dec. 1. 

" Sir, — I am glad to see in your City article of to-day the reference to the 
principle of unlimited liability in joint-stock banks. 

" It has always astonished me to see how the British mind refuses to per- 
ceive actual facts in preference to speculative arguments. 

" All, I believe, of our colonial banks are limited as to the liability of their 
shareholders. An Englishman is much the same being in Sydney and Toronto 
as he is in London. We might reasonably suppose, then, that what succeeds 
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in this respect out in those places would not fail in England, even had it never 
been attempted. Bat, unless I mistake, the Bank of England, the Bank of 
Ireland, the Bank of Scotland, the Royal Bank of Scotland, and the British 
Linen Company are chartered — ^that is, limited banks, and they are certainly 
not the weakest in the kingdom. But these banks being limited, have rela- 
tively to their liabilities large paid-up capitals, and pay comparatively small 
dividends. A large (uncalled-up) capital in your shareholders' pockets is a 
good thing : in your own pocket I think it a better. 

" The single instance of the Royal BritLsh Bank would prove thaf the un- 
limited principle deters rich men from joining joint-stock banks as share- 
holders, and when any have so joined, sends them and their property away 
just when the creditors want them. 

" I am. Sir, yours obediently, 

" S." 



XXIV. 

The public are astounded at the commercial disclosures on 
every side. Even those most conversant for years past with all 
the great operations of business had no idea of the degree of 
corruption that at each turn was defeating the efforts of the 
honest trader. The question is^ have they yet any adequate 
conception of the extent to which the system has been carried ? 
Persons are disposed to comfort themselves by the conclusion 
that every case of delinquency appears in print and makes a 
great stir^ while the multitude of ordinary transactions are carried 
on with regularity day after day and excite no notice. There 
could not be a greater delusion. On all hands there is a com- 
bination to palliate and hush up the practices that have been 
prevalent, and no more difficult or dangerous duty could be 
undertaken than that of endeavouring to defeat it. Even if any 
class of observers happen to be aware of oi^nized schemes of 
deception, or oC the most objectionable and suspicious features 
in the management of companies or firms, they can do little to 
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settlement acquired from the funds of that establishment. From 
the firsts the other directors have never even been threatened 
with prosecution. It is true the daily journals are now filled 
with developments of cases of sequestration or bankruptcy, or 
of the winding-up of fraudulent concerns ; but these are all ex- 
ceptional, and any one reading the proceedings will see that they 
merely relate to a few stragglers that have been caught out of a 
whole army of marauders. Every word uttered in the various 
examinations serves to show how the individual insolvent was 
but one of a constantly extending circle — how he was terrified into 
lending more money or granting further acceptances by creditors 
who threatened to fail and expose him, and how he in turn got 
more from some one else^— in most cases the manager of a joint- 
stock bank—* by pursuing a similar course. In one case now 
pending at Glasgow a house is shown to have had seventy-five 
real or fictitious correspondents, all insolvent like itself, upon 
whom it had drawn to the amount of £380,000, the whole finally 
centering in the Western Bank. Is this a solitary specimen ? 
Are there not hundreds of analogous but more adroit cases that 
might be developed on every side — often, apparently, without 
much difficulty, if any judgment may be formed from the leading 
figures lately presented in some of the London balance-sheets ; 
and as soon as the .present crisis is over, will not all these 
persons again go to wolrk? In the present state of the law 
there is nothing to obstruct and everything to encourage them. 
The belief is that, notwithstanding the recent wrecks and the 
lateness of the period to which the '^ relief'^ granted by the 
suspension of the Bank Charter Act was deferred, the accom- 
modation paper still in circulation in London and throughout 
the kingdom would present a total such as few persons not 
accustomed to reflect on such matters would be prepared to 
expect. The remedy, of course, would be to punish the drawers 
and acceptors for conspiracy to defraud. Every bill of exchange 
purports to have been for ^* value received.*' If two men con- 
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spire to manufacture such a document and to pass it as genuine 
into the hands of a thirds nothing can be more obvious than the 
nature of the transaction. But Parliament perhaps would rather 
pass a whole session in discussing whether they could devise 
some new measures to interfere with the natural course of enter-* 
prise, and direct it into such channels as might be fashionable 
with them for the moment, than descend to so small a matter 
as this simple application of the criminal law. 
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A week ago an estimate was made in Parliament that the 
liabilities of the houses which have failed during the recent 
crisis make an aggregate of £45,000,000 sterling — this being at 
least double the total reached in 1847. It may be doubted if 
the figures for 1847 would not be found to have amounted to 
more than 22^ millions, but there can be no question that on 
the present occasion their magnitude is much beyond anything 
attained at any previous period. Subjoined is a list of the 
principal suspensions announced in London since the beginning 
of October, when the pressure first decidedly commenced. Only 
a rough conjecture can be formed as to the total they represent, 
since in many instances the balance-sheets remain yet to be 
produced, but fifteen or sixteen millions may be taken as the 
lowest sum. The failures in the provinces, of course, cannot be 
estimated with an approach to precision, but, as the debts of 
five banks alone amount to about twenty-three millions (the 
Western of Scotland £8,911,932, the Northumberland and 
Durham about £3,000,000, the Liverpool Borough about 
£4,000,000, the Wolverhampton and Staffordshire, £1,000,000, 
and the City of Glasgow, £6,000,000), it is evident that 
thirty-five millions would be a very moderate computation for 

q2 
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this part of the question. The grand estimate is thus raised to 
jBSO^OOO^OOO^ and with this before them^ Parliament and the 
public are bound to use every effort to probe the causes of the 
evil. With the constant extension of activity peculiar to all 
commercial countries, it is plain that if the same causes continue 
to operate, the new revulsion which will be due in 1867 will as 
much exceed that of the present year as this exceeds what was 
witnessed in 1847* At the same time the fact must be recognized 
that, according to the opinion of Parliament, the elements of 
mischief actually in operation are but faintly represented even 
in the totals now given. The doctrine is, that by the prohibitions 
and precautions enforced by the Legislature to prevent the mer- 
cantile classes from exercising in banking affairs their own inde- 
pendent judgment, an immense amount of disaster is averted. 
Indeed, upon no other plea could the French system be tolerated 
for a moment in any branch of business in England. If under 
this paternal care we have suffered to the extent of fifty millions, 
what must be the opinion of those who uphold that system as 
to the total that would have been exhibited, if our traders, instead 
of being taught to rely upon Government vigilance, had been 
left to the free exercise of their own ? It must be such as would 
far transcend all ordinary conceptions. The discredit to their 
sagacity, therefore, will be proportionably great if our legislators 
are unable clearly to trace and expose the baleful influences 
that have been at work. Out of doors a few persons venture to 
ask whether the vaunted remedy may not, in fact, constitute 
the root of the disease, and if it would be very rash, after having 
witnessed throughout the present generation the things that 
take place under the Parliamentary guidance of banking business, 
to try the experiment of leaving it to its natural course. In 
that case, however, their functions as regards the concerns of 
trade would be limited to the simple duty of providing inex- 
pensive means by which, while men were left to make such 
mutual contracts as they might deem best, every one attempting 
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to falsify or break such contracts might be dealt with according 
to his deserts. It is much more pleasant to fancy it possible 
to " control *' or *^ regulate ^^ trade. Any man who can persuade 
himself, especially in a country like Great Britain, that he is 
called to take part in such an operation must be conscious of 
immense self-importance, and, as a general rule, neither Mini- 
sters, members of Parliament, nor any other of the existing race 
of human beings, are prone to surrender the delusion of 
imaginary power : — 

Ross, MitcheU, and Co jg396,282 

W. H. Brand and Co 236,624 

John Haly and Co 47,609 

A. Hill 61,268 

Powles, Brothers, and Co 60,000 

Dennistoun and Co 2,143,701 

Bennoch, Twentyman, and Rigg 267)694 

Broadwood and Barclay ...- 212,020 

Joseph Foot and Sons 27,640 

*Sanderson, Sandeman, and Co 6,298,997 

Wilson, Morgan, and Co 26,629 

Pitch and Skeet 66,000 

Draper, Pietroni, and Co 99,660 

Jellicoe and Wix not stated 

Jos^ P. de Sk and Co 16,230 

Bardgett and Picard 86,142 

Hoare, Buxton, and Co 466,601 

Edwards and Aiatthie, about 360,000 

E. Sieveking and Son, about 400,000 

Allen, Smith, and Co 20,306 

Svensden and Johnson not stated 

Gorrissen, Huffel, and Co 126,310 

Brocklesby and Wessels 40,486 

R. Bainbridge and Co not stated 

Herman Sillem, Son, and Co 93,047 

Carr, Josling, and Co., about 300,000 

A. Hintz and Co 101,439 

* Most of the creditors on this estate held secutity in the shape of bills of 
exchange, which are rapidly running off. Hence the extent of the failure is 
more apparent than real. 
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Rehder and Boldemann, about 100,000 

Henry Hoflfman and Co., about 100,000 

Herman Cox and Co., about 60,000 

Bischoff, Beer, and Co., about 30,000 

Mendes Da Costa and Co jC23l,673 

Kieaer and Co., about 60,000 

Barber, Rosenauer, and Co 32,488 

Hirscb, Strother, and Co 47,335 

F. andA. Bovet not stated 

C. A. Jonas and Co.* about * 100,000 

SeweU*8 and Neck, about 600,000 

Albert Pelly and Co., about 170,000 

Krell and Cohn not stated 

Thomas Melladew 26,169 

W. Caudery 30,000 

W. B. Filler 140,000 

Hadiand and Co., about 40,000 

Lichtenstein and Co., about 80,000 

J. H. Baird and Co 21,268 

Heine, Semon, and Co., about 700,000 

Weinholt, Wehner, and Co., about 300,000 

T. H. Elmenhorst and Co % not stated 

Montoya, Saenz, and Co not stated 

T.G.Ward not stated 

H. and M. Toldorph and Co not stated 

Rew, Prescott, and Co 160,000 

R. Waiey and Co 60,000 

G. H. T. Hicks 161,900 

Powell and Son 60,000 

WUliam Dray and Co 60,000 



XXVI. 

An estimate has been given of the debts of the establish- 
ments broken down during the recent crisis. The total was 
£50,0005000. The public, however, must not fall into the idea 
that this figure represents the losses of the period. Those 
which the country has sustained must be measured in a different 
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and far more serious manner. People are apt to plead as an 
apology for the suspension of the Bank Charter Act that it 
lessened the number of stoppages that would otherwise have 
taken place, and to that extent saved the community from 
^^ loss/' This, indeed, was the grand Ministerial point. If the 
failures which are now £50,000,000 would have been £70,000,000 
but for the suspension of the Bank Act, how grateful should the 
nation be to those who for such an object did not hesitate even 
to violate the statute law ! But the fact is that if the aggregate 
had reached £100,000,000 the nation would not have been a 
single pound poorer. When a firm suspends, it must either 
have sufficient or insufficient assets to pay its creditors. Such 
assets must consist of merchandise or other tangible property, 
or of claims upon solvent houses, and the value of these will be 
neither lessened nor increased by the fact of the possessor of them 
postponing payment of his own debts. When Messrs. De Wolf 
and Co., or Messrs. Barber, Rosenauer, and Co. stop, with only 
28. in the pound for their creditors, it is not their failure that 
makes the loss. Persons who hold their bills find themselves 
to that extent poorer than they thought they were, but the worth 
of the bills is intrinsically as great as it was before the discovery. 
It is only an imaginary value that has been destroyed. Such 
loss as has arisen was inflicted on the nation long ago, and 
nothing can recover it No advance to these parties by the 
Bank of England or any other banks could alter the result. It 
might enable them to maintain the fictitious value of their paper, 
and ultimately to throw the conseq^ence8 upon some other set 
of holders, but the commercial community, meanwhile, would 
merely enjoy a fooPs paradise. 

Let it be clearly understood that when a solvent firm stops, 
it must simply be because their property is for the moment 
unavailable, and that, so far from the event involving loss even to 
themselves, it must have the effisct of giving them time to effisct 
realizations, instead of forcing sales upon any terms; and that, 
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on the other hand, if a firm be insolvent^ the proclamation of 
its insolvency cannot cause property to disappear which has no 
existence. Cases may arise where it is very desirable assistance 
should be afforded, but it is for the sound part of the commercial 
community and the leading banking institutions to meet them. 
If a certain mill is working at so great a profit that it would be 
grievous to let it stop on account of the temporary embarrassment 
of its owner^ or if a house can show such securities, and be 
willing to pay such a rate for loans upon them as should tempt 
capitalists to come forward, every one would be glad to see such 
arrangements. If they do not take place, it is evident the profits 
of the mill, or the rates offered for the required loans, were not 
commensurate to the fair value of money at the time. The 
supporters of the Bank Charter Act are called " usurers/' and 
denounced as men who would seek their own profits out of the 
misfortunes of others. They have doubtless, therefore, a keen 
eye for a bargain the moment it is really to be had. When the 
State is called upon to assist men whom neither bankers, bill- 
brokers, nor private capitalists will assist, the public may safely 
conclude that it is not any patriotic desire to avoid the sin of 
usury — that is to say, the sin of taking the best market price 
for the commodity they deal in — that causes these gentlemen to 
hold back, in order that the Government may come in. 

The actual losses sustained by the nation have been going on 
for the last five or six years, and it is only now that we have 
found them out. Although failures to the amount of £50,000,000 
have occurred since October, we are just as rich as we were at 
that period. About six months back The Times entered into 
the question of the perplexing character of the Board of Trade 
returns. Month after month they showed an increase in our 
commerce, but although there had been no foreign loans or wild 
speculation in distant public works, our stock of bullion pre- 
sented a steady diminution. It was evident that a foreign trade 
which had been increasing enormously for some years should 
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have resulted in great gains^ and that these gains, if there was 
no apparent way in which they had been sent out of the country, 
should have shown themselves in a constant increase of our 
supply of specie. It was asked. Can it be possible that this 
extraordinary trade has not yielded any profit, and that our 
prosperity is merely delusive ? But the rejoinder was unavoid- 
able — " Is it likely that people would have carried it on if they 
had not found it answer ? ^' It seemed impossible, therefore, to 
solve the riddle. Some persons thought that large investments 
of our capital had, perhaps, been made in France, owing to the 
low prices to which rentes and railroad obligations had receded 
after the speculative mania in that country; but those best 
informed declared that the movement had been rather the other 
way. The matter, therefore, was given up in despair. Now, 
the whole is plain. Monstrous as it appeared to entertain the 
supposition that for a long consecutive period the export trade 
of the country had been carried on at a loss, this is the sole and 
all-sufficientTxplanation of everything that has happened. 

The Western Bank of Scotland has alone lost £2,000,000 by 
advances to swindling shippers, who, for the sake of commanding 
the market and rendering it impossible for any honest com- 
petitors to hold their ground, have gone on making consignments 
without any prospect of receiving adequate returns, the resulting 
deficiency being made up for the time by a proportionate in- 
crease in the manufacture of worthless paper, which the banks 
and other holders continued to regard as ^^ property ^^ until the 
storm came which showed its real character. Before even 
i£2,000,0G0 could have been lost, what must have been the 
amount of trade carried on ? Supposing even every bale of 
goods sent hence by these firms to have cost £100, and to have 
realized only j£90, the declared value of such shipments must 
have amounted to £20,000,000 sterling to result in such a 
deficiency. Look at the similar operations fostered by the 
Liverpool Borough Bank, the Northumberland and Durham, 
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and several other establishments, and the nature of the enormous 
increase in our Board of Trade totals, which we have all been 
accustomed to look at with pride, will forthwith become trans^ 
parent. Of course the money was not entirely got rid of in this 
way. Large sums were made away with in personal dissipation, 
and occasionally, doubtless, marriage settlements were also pro- 
vided. Those who live, however, upon what they do not earn, 
impoverish the country precisely to the extent so expended. 

Meanwhile the giant drain has been caused by the rise in 
prices of all foreign produce. Not only has the over-production 
which has been stimulated throughout all the manufacturing 
districts led to an unhealthy rise of wages and an undue con- 
sumption of imported articles, but the speculations of the insol- 
vent shippers, who have ordered their agents to buy up silk, 
cotton, sugar, coffee, and all other commodities at any price, in 
order to make their returns, have caused the English consumer 
for years past to pay 10, 20, or 30 per cent, for the necessaries 
of life beyond what would otherwise have been the case. The 
Brazilian coffee-grower, the Chinese silk-cultivator, the American 
cotton-planter, &c., have all been driving a grand business at 
our expense, and thus, year by year, notwithstanding the toil 
and economy of the really honest and industrious classes among 
us, we have seen ourselves get poorer and our specie resources 
gradually diminish. The truth came upon us in October last 
like a thunderclap. We had no idea but that we were full of 
property, but we then found that our fancied property, instead 
of consisting of merchandise, gold, or good foreign debts, con- 
sisted of nothing but accommodation bills figuring in bank assets 
for their nominal amount, and in some instances not worth the 
stamp on which they were placed. No suspension of the Bank 
Charter Act or issues of promissory notes, supported by nothing, 
could bring back one farthing of what has thus been squandered. 
All that such measures can ever effect, besides giving encourage- 
ment to speculators and bill-discounters to resume as soon as 
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possible their old career, is to mitigate for the moment the fall 
in imported articles^ so as to give the foreign producer still an 
unnatural advantage, and prevent such of our people as have 
long been impoverished by the prevalence of artificial prices 
from getting as promptly as possible the full advantage of a 
return to a natural state. 



XXVII. 

Trading by fictitious or doubtful bills having been the cause 
of all our recent commercial trouble^ and the fact being proved 
that these bills are called into existence by the demand of the 
joint-stock banks for some mode of employing the enormous 
deposits which by oflfering the security of the unlimited liability 
of their shareholders they attract from all quarters, it is easy to 
see that the question whether we are to have in a few years a 
repetition of the evil depends entirely on the continuance of the 
existing law. The repute of the Western of Scotland, the 
Liverpool Borough, and the Northumberland and Durham 
District Banks had been doubtful for years, and every one knows 
that if their credit had simply depended on the character of their 
management or the amount of their paid-up capital, they would 
neither have been able to entice deposits nor to obtain re-dis- 
counts from the London money-lenders. The facts that creditors 
for an aggregate amount of £16,000,000 sterling are now kept 
out of their claims ; that about 2000 shareholders are ruined or 
impoverished; that honest traders have for the past seven or 
eight years been driven from the market ; and that the commerce 
of the country has, to a great extent, been placed under the com- 
mand of organized gangs of swindlers, must therefore be charged 
to the system which compulsorily invests such concerns with 
the power they possess. What is the set-off on the other side ? 
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Simply an assurance that every creditor who trusts them without 
the exercise of the slightest caution, including all the depositors 
greedy for high rates of interest, and who ought to know that 
such rates can be obtained only by the most perilous practices, 
shall receive the last farthing that is due to them so long as a 
single shareholder remains to be hunted down. This protection, 
moreover, is absolutely nothing but a protection against a portion 
of the self-created evils of the law itself. But for that law the 
parties in question would take care of themselves, and would 
not want any protection. Hence the result of the system simply 
is that it leads two sets of persons, the shareholders and the 
creditors, into tremendous danger, and when the inquiry is 
made — "What can justify or recommend it?'' the answer is 
that, although it ruins one of these sets of persons, it usually, 
to an extent more or less imperfect, saves the other — that is to 
say, it does not profess to do any good, but can boast that it 
corrects a small portion of the mischief which it generates. If 
there are any other arguments in its favour the public are yet 
to be informed of them. 

The plea that persons " ought '' to be liable to the full extent 
of their property for the fulfilment of all their engagements is 
used for a mere juggle. No one denies that the liability of a 
man to carry out any engagement into which he has entered 
should be unlimited. All that is demanded is that he should 
be deemed the best judge of the nature of the engagements 
into which it is desirable to enter. If the shareholders of banks 
were not compelled to engage their unlimited liability, no such 
engagement would ever be made. Since the law passed, allowing 
freedom in this respect in every other business save that of 
banking, it is believed not a single unlimited company has been 
formed, and that almost every previously existing company has 
been anxious to come under the new provision. The consequence 
has been that, in the midst of all that has lately been witnessed, 
there have been none but trifling disasters among such concerns. 
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The fraudulent ones have found themselves unable to get credit^ 
and have been obliged to wind up as soon as their working 
capital began to disappear^ and the others have pursued their 
steady course. 

Of all pretences^ however^ the most common and fallacious is 
the old one, that the creditor should be protected against the 
shareholder, because it is always in the power of the latter to 
control his directors. This was the grand point in the last 
debate on the subject in the House of Commons. But that we 
knew how men will repeat by rote any established phrase in 
defiance of all experience, it would be astounding that it could 
be uttered. Was there a single individual that either used or 
heard this assertion who could affect to be ignorant of the almost 
total impossibility of an ordinary shareholder in any company 
exercising the slightest voice in its affairs? Had they ever 
attended a meeting of the Great Western or the Great Northern 
Railway, or of any other undertaking, large or small, where the 
directors had determined upon having everything their own 
way? Have the practices of Mr. Hudson been forgotten in 
bringing down animosity or derision upon every one who at- 
tempted to ask him any inconvenient questions ; and, to adopt 
a later example, what would have been the fate of any modest 
but practical and upright man of business who might have 
ventured at any meetings of the Western Bank of Scotland 
to suggest a doubt whether everything was perfectly flourishing ? 
He would have been mar)ced for reprobation, not only by the 
directors of the bank, but by all the lords, landowners, and 
" merchant princes " of the country. To tell the old clergyman, 
or doctor, or widow, or governess, who may be, left destitute by 
the operation of the existing system, that they might have pro- 
tected themselves by exercising due supervision, is therefore 
nothing but heartless mockery. Tou may blame them for 
having had anything to do with such concerns ; but in that case 
they may retort that as the State departs from its legitimate 
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functions expressly to grant privileges^ and to frame the con- 
ditions on which these establishments should be based^ it must 
be absurd to assert that they ought not to be allowed to exist 
at all ; which would be the practical inference if they are to be 
regarded as unfit or improper for any prudent persons to sub- 
scribe to. The State makes these banks what they are, and 
then taunts the victims for their folly. 

The sharp creditor who has the opportunity of knowing 
thoroughly the nature of every transaction into which he enters, 
enjoying the paternal care of his Government, and the poor 
country shareholder tempted out of his money and without a 
shadow of power to help himself, undergoing the rebuke of that 
Government, would make an amusing picture, were it not that 
it would illustrate at a glance the whole history that will sadden 
the Christmas of 1857 in a multitude of English homes. 
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XXVIII. 

The considerations which^ three years ago, were almost derided 
as to the probable effects of the increased supply of gold^ are now 
[1852] assuming a preponderance over all other subjects. The 
anxious pause of curiosity is latent, but it is nevertheless felt by 
every one, and it is easy to understand why it has not hitherto 
been more decidedly expressed. The landowners do not care to 
avow the full extent of their hopes, and to stimulate a cry from 
the annuitant class for preventive meddling. That class, on the 
other hand, together with the much larger body who dislike 
.everything that upsets routine and necessitates thought, en- 
deavour to persuade themselves into indifference. Their original 
disbelief having been forcibly overcome, they seek new refuge 
in the conclusion that fresh uses for the precious metals will 
prevent any alteration of value. The remaining class, consisting 
of ordinary men of business, who are not affected by the bias of 
either the landlords or the annuitants, hesitate to discuss a subject 
which they have no time to work out, and on which, nevertheless, 
they are expected to be perfectly clear. Under these circum- 
stances, although it may involve a repetition of former statements, 
it will be useful to review once more the general bearings of the 
whole question. 

To arrive at an exact solution it would be necessary to ascertain 
the amount of gold and silver in the world, and the present annual 
consumption for coinage and the arts. This is impossible, and 
conjectural quantities must consequently be taken. The total of 
coin has been guessed at £400,000,000. Of this £150,000,000 
may be assumed to be gold, and £250,000,000 silver. The 
annual consumption of gold is believed to be under £6,000,000. 

Starting with these figures, if the demand for gold were likely 
to continue limited to its ordinary amount, an estimate of the 
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effect of the supplies now pouring upon us could easily be 
formed. These supphes^ within the few years since the discovery 
of California, have probably, in the aggregate, left us an excess 
of £30,000,000 over what has hitherto been found sufficient for 
current wants, and to maintain an equilibrium in the general 
relations of property. The increase, therefore, has been equal 
to 20 per cent, on the whole sum in existence ; in other words, 
the measure of value would appear to have been extended 
one-fifth (just as if a 25-inch measure were extended to 30 
inches), and hence the effect to be looked for is obvious. Where 
gold is the standard, the price of every article adjusts itself to 
the relation it bears to that metal. If sovereigns were twice as 
numerous, a man would demand two where he now takes one. 
An increase of 20 per cent, in the supply should, therefore, have 
been followed by a proportionate advance in the nominal value 
of all things. 

But signs are wanting of any such general advance. It is 
necessary, therefore, to enquire — first, whether any absolute test 
IS available by which the change can be shown to have taken 
place in some one instance, although it may have been counter- 
acted in others; and next, if this be impossible, whether the 
apparent anomaly can be explained on different grounds. 

The most direct test would be sought in the price of silver, 
that article, next to gold, having hitherto been the least liable to 
variation. But it was long ago pointed out that in those countries 
where gold and silver constituted equally a legal tender, one 
metal, as it became more abundant, would displace the other, 
and that the surplus of gold would thus be reduced, and a large 
amount of disengaged silver be thrown upon the bullion market 
in its stead. Previously to the Californian discoveries, silver was 
the circulating medium both in France and the United States^ 
because since the period when the double standard was fixed 
in those countries, it had increased rather more rapidly than gold ; 
and all persons having payments to make, selected it, therefore^ 
as the best medium. Its relative cheapness in France, however^ 
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as compared with gold, was less than 2 per cent., while in 
America it was merely fractional. When the Califorhian supplies 
came forward, the difference soon disappeared, and silver would 
have become relatively much the dearer, but for the displace- 
ment which then, of course, occurred. When 100 francs in 
gold, instead of being worth 102 francs in silver, fell in value to 
a fraction below 100 francs in the latter metal, it became 
forthwith more profitable to make payments in gold« and to sell 
silver at the market price, for exportation. In this way a large 
infusion of gold took place in France, while in the United States 
it absolutely became the most common circulating medium. 
Thus, the effect of the new supplies of gold has not been limited 
to that metal, but has been difiused over gold and silver, and 
hence, instead of being equal to 20 per cent., which would have 
been the case if the £150,000,000 of gold had alone been in 
question, it has been only 7^ per cent, from being spread over 
the entire £400,000,000 of gold and silver. 

By a recognition of this fact, all surprise at the absence of 
any very striking disturbances up to the present time is removed. 
There is quite enough to warrant the assumption that an influ- 
ence, operating on one side to the extent of Ji per cent, has been 
partially rendered imperceptible by the force of circumstances 
in an opposite direction. In the first place, there have been the 
effects of increased production from free trade and free naviga- 
tion, the latter of which, combined with railroads, has caused 
a large amount of goods that would otherwise have been in store 
or in transitu to find its way to market. Next, it is impossible 
to estimate what may have been the extent of hoarding in 
Germany and Italy ; and lastly, there remains to be taken into 
account the uniform tendency to a fall in prices, consequent upon 
the march of invention and the simplification of labou{. 

We have now, however, to consider the future. So long as 
there is any silver to be supplanted in countries where, owing 
to the existence of a double standard, it is optional for the debtor 
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to pay either in golJ or in silver, the effects of the increased 
production will continue to be extended to both metals ; and 
consequently, if the surplus of gold this year should be, as has 
been estimated, £25,000,000, its influence upon prices could be 
but 6 or 7 p^i* cent. But the period must rapidly approach 
when the displacement of silver will have ended, and when the 
changes brought about will be upon gold alone. In France the 
existing amount of silver is still, doubtless, very large ; but this 
is not the case in the United States, and the proposed law by 
which the coins below a dollar are to be deteriorated 6*91 per 
cent, will prevent for the present any action upon that portion 
of the stock. In Germany the debased state of the silver coinage 
will likewise for a long time preserve it from displacement. In 
Holland silver has been already established as the standard, and 
cannot therefore be driven out. With regard to Eastern nations, 
it is difficult to form any estimate. On the whole, however, we 
may infer the possibility of the displacement process still occu- 
pying three or four years, and that during that time, therefore, 
the effects to be produced, will be spread, as they have thus far 
been, over both metals. 

At the end of that period, the consequences will be felt by 
gold alone, and the relations of property measured by a gold 
standard will proportionably exhibit a more rapid disturbance. 
At the same time it must not be overlooked, that the increase 
of gold each year will have meanwhile diminished the per- 
centage of alteration which would otherwise take place. For 
instance, the total amount of gold in the world, which is now 
assumed at £150,000,000, would then possibly be £250,000,000 
and a production which, operating upon the first sum, would 
cause a rise in prices of 10 per cent., would under those circum- 
stances, cause only an additional rise of 6 per cent. This is a 
feature of great importance in the whole question, because it 
will constantly tend to counteract that increasing ratio of distur- 
bance which might be anticipated if the supply of each sue- 
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ceeding year should prove larger and larger. It is likewise to be 
borne in mind that, with a diminution in the purchasing power 
of gold, there will be a proportionate diminution in the induce- 
ment to seek it. If the quantity of gold were doubled to-morrow, 
a man who is at present content to work for one ounce a week 
would then not be satisfied with less than two ounces. 

In the face, however, of these qualifying circumstances, and 
of the uncertainty of all the assumed totals that have been dealt 
with, it will be plain to most persons that there is enough to 
suggest some very decided ideas as to the main results that are 
coming on. A mistake of a hundred millions in the figures, one 
way or the other, would only make a difference of three or four 
years (where the annual supply is at the rate of £.30,000,000) 
in the date of fulfilment. Even if we were to take the whole 
£400,000,000 of assumed money as liable to be acted upon, it 
would require little more than fifteen years of the existing pro- 
duction to cause an alteration in the relations of property of 50 
per cent. 

But it is urged that the extraordinary impulse given to trade 
and luxury by these discoveries, and the greater prosperity of 
the whole world, will cause an increased demand for coin for 
circulation, and a vast consumption both of gold and silver in 
manufactures and the arts. It is difficult to see how these con- 
clusions are arrived at. In California and Oregon, new commu- 
nities have risen up, numbering two or three hundred thousand 
souls, among whom commerce has shown an activity never 
before witnessed, and yet a few millions of bullion have sufficed 
to establish an abundant circulation, although all the means of 
economising it which are usual in older States have yet to be 
introduced. We have here, therefore, a specimen of the limited 
demand that would be created even by the founding of the 
mightiest societies, while as regards more settled countries, it is 
certainly a mistake to suppose that the requirements for coin 
increase with the growth of commercial intelligence. Where a 
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Gennaii peasant would hoard a few dollars, an Englishman 
would put the like amount into a Savings' Bank ; and in the 
same manner even our pettiest tradesmen, instead of keeping 
money in a safe, resort now universally to some establishment 
thataffords them the conveniences of a drawing account. Cheques, 
bills of exchange, postage stamps, clearing houses, circular notes, 
money orders, railroad and steam-boat season tickets — all show 
the rapid tendency of civilization to supersede the necessity of 
a constant barter of the precious metals ; and it may even be 
questioned whether, with the growth of morality and of detective 
skill, the danger of forgery, which was the sole objection to notes 
below j£5, has not also disappeared. As regards an increased 
consumption in the arts, owing to an abundant supply, the very 
form of the supposition assumes a large alteration in value to 
have previously taken place. A reduction of 5 or 10 per cent, in 
such things as gold and silver, would make little difference in 
the number of purchasers of wrought articles, in which, after 
all, the manipulation constitutes one of the chief elements of 
expense. It is, moreover, against all experience to suppose 
that a large demand would be coincident with a falling market. 
With a possibility of gold and silver steadily declining in value, 
people would be much more likely to diminish than to increase 
their purchases. This ground of calculation seems, therefore, 
to have no better foundation than the other. Any increase of 
consumption that may possibly take place, is consequently likely 
to be altogether of an unimportant kind as regards the great 
question at issue ; and even if anything of the sort should be 
observable, it will probably be more owing to electro-plating 
than anything else — an invention which it was at first thought 
would lessen the demand, but which has increased it, by super- 
seding all inferior materials. 

We arrive, therefore, at the unaltered conclusion, that the 
Californian and Australian discoveries, even at their present 
rate of yield, will produce effects of a momentous character. 
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which nothing is likely in any material manner to counteract. 
What may be witnessed if further experience at Port Phillip 
and Queen Charlotte's Island should realize the extraordinary 
contingencies that seem to be indicated^ and if the supply of 
silver should simultaneously increase to the extent that some 
persons anticipate5 is a problem upon which each enquirer will 
form his own opinion. 

It still remains to point out that simultaneously with these 
changes the increase of production in articles of food^ clothing, 
and luxury, which has been strikingly manifested as a conse- 
quence of free trade, will steadily continue, and will thus most 
probably prevent many of those articles from rising in price — 
that is to say, although a man ten years hence might have to pay 
two sovereigns for some few articles, the production of which had 
remained stationary, where he would now pay only one, he might 
possibly be able to get as much flour, or coffee, or calico for his 
one sovereign as he gets at this moment. If this be the case, 
it will be said the position of the annuitant will be unchanged. 
But there is something to be added. Although the income of 
the annuitant might obtain for him all that he now gets, and his 
position will be actually as good as ever, it will not be so by 
comparison. His income will have stood still while all others 
have been increasing, and, although the greater supply of 
articles of general consumption will enable him to live as well 
as he formerly did, society at large will have advanced to a 
much more extensive expenditure. A cottager's wife of the 
present day, for instance, in consequence of the improvement 
in manufactures, wears clothing which a hundred years back 
could not have been obtained by persons of wealth ; but her 
relative position in the social scale is precisely the same as for* 
merly. If the wealthy lady of that time were now living, and 
could only get for her money what she got then, she would be 
in comparative poverty ; and it will be seen, tlierefore, that it 
does not follow from the fact of an individual being able to enjoy 



104 THE CURRENCY. 

for the future all that he has hitherto obtained^ that he may not 
practically fall from a good income to a narrow one. 

With regard to minor points, little requires to be said. Some 
people are still found to ask whether the Bank is to go on giving 
the price of £S Ijs. 9d. per ounce for gold ; whereas all that the 
Bank gives when it issues a note5 is an acknowledgement that 
a certain amount of gold has been deposited with it, which the 
bearer may have back whenever he likes to apply for it. Gold 
constitutes the general measure of price, and is therefore the only 
thing that has not a price of its own. It is simply receivable at 
the rate mentioned ; that is to say, when one man talks of owing 
another £3 \7s. 9d. he means that he owes him an ounce of 
gold. To speak literally of a money price of gold is just as if 
a person were to ask how much tea he must give for a pound 
of tea. 

Others, again, inquire if the increase of supply vriU not affect 
the rate of interest for money, which is plainly an impossibility, 
since the £5 that may be paid for interest is just affected 
to the same proportionate extent as the JSIOO which is lent. 
If a man borrrowed 100 loaves of bread, on condition of re- 
turning 105 loaves at the end of the year, he would not expect 
the rate of interest of five loaves to be affected in any degree by 
an increased production of bread. The same illustration, if it 
be applied to the question whether the price of the funds can be 
affected, will show that in that case also the gold discoveries can 
have no direct action. The recent rise in Consols is merely 
consequent upon a continuance of that absence of healthy enter- 
prise which has been observable ever since the madness of 1 847« 
Concurrently with the increase of capital caused by the active 
events of the last few years, there have been no fresh outlets for 
its employment, and the public therefore rush to Consols and 
Exchequer-bills, or other established securities. 

As far as regards the general changes which these discoveries 
are to produce in the affairs of the world, it may be hoped few 
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will be found to question that^ like everything which happens 
naturally — that is to say, independently of human contrivance — 
they can have no result but that of contributing to the march of 
civilization. In the first place their sole material efft^ct is an 
increase of a product which, apart from any conventional value 
it may have had, is more beautiful, pure, and useful than any 
other. Inasmuch as we can turn gold to more account than 
sand, the world is so much the better off by finding that, mixed 
with what was thought to be all sand, there is a large amount 
of gold. To deplore the announcement of this fact is simply to 
deplore that another gift has been laid open to us. On the 
other hand, their consequences upon the movements of mankind 
are more palpably beneficial than those of any other physical 
event yet recorded. History shows the constant influences 
exercised to induce the race to spread over the earth, so as to 
avail themselves of all that it offers, instead of yielding to the 
selfish indolence that confines them to limited spots; and 
whether this is brought about by an escape from Egyptian 
bondage, by barbarian incursions, by the failure of crops, or by 
poUtical persecutions, the beneficent end is no less plainly arrived 
at. The potato rot and the continental anarchy of 1848 have 
both caused a distribution of those who were unteachable in 
any different way, and who would otherwise have gone on from 
misery to misery, without making the smallest effort to seek a 
position where, instead of being a torment, they might be a 
benefit to their fellow men. The British people, although more 
adventurous, likewise require stimulants to drive them forth ; 
but the disturbance necessary in their case is happily less severe, 
and a gold mania has been sufficient to accomplish that for 
which famine, war, or tyranny might otherwise have been 
permitted. 

As to any individual inconvenience which the impending 
disturbance in the relations of property may cause, there has 
never yet been the smallest progress that has not upset some 
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quiet arrangements that people had hoped might be perpetual. 
Every breath blows down a leaf somewhere5 but the world is not 
to remain stagnant. When the return to specie payments took 
place in' 1819 there was great disturbance, but it was nothing 
more than the fulfilment of a direct bargain5 and it was not for 
those who had taken the chance of that fulfilment to complain. 
The same doctrine must hold good at present. Moreover^ those 
who now apprehend serious consequences to any particular de- 
scription of property^ can act upon their apprehensions if they 
see fit; and if they decline, they must not clamour against 
results chey have deliberately chosen to wait for. Distrustful 
of all enterprise, they can continue to hold annuities, while those 
who prefer the opposite course may go \^ ith the stream, and 
find, in promoting the very movements that are in progress, 
abundant means for new investment. If each holder were to 
dispose of his property from time to time as he became appre- 
hensive, individual losses would be so diffused that in the end 
they would be almost iiiappreciable, while, with regard to their 
future transactions, persons can make any bargains they please. 
It is true that those who depend upon property held in trust 
have less choice of action ; bat those who tied the property up 
without allowing any future exercise of discretion, acted upon 
their own judgement, not with any desire to benefit society, but 
to secure private advantages for their families^ and society must 
not be called upon to remedy the mistake. A more cheering 
point of reflexion, however, for these parties should be, that in 
the majority of instances it will be in their power, instead of 
waiting to see their incomes diminish during a life of unhealthy 
idleness, to employ their faculties so as to wrest from the new 
order of things far more than it can take away. 
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XXIX. 

When the gold discoveries were first announced^ it was pointed 
out that whatever might be their extent they could constitute 
no addition to the wealth of the world^ and that^ although they 
would produce the grandest results, these would be confined to 
the impulse they would exercise in attracting mankind to the 
settlement of new regions, and to a disturbance of the relations 
of debtor and creditor, which, as {ax as concerned all fixed con- 
tracts, would prove extremely advantageous to the former. As 
the value of gold depends entirely on its scarcity, no addition to 
the quantity held will be attended by any corresponding addition 
to the worth of the total ; that is to say, if the world possesses 
one hundred millions of gold today, and another hundred mil- 
lions are discovered tomorrow, it will find itself no richer, be- 
cause gold, in relation to other articles, having thus become twice 
as plentiful, two sovereigns will then be required to purchase the 
amount of goods that in the first instance might have been 
obtained for one sovereign. All expectation, therefore, of visible 
consequences in the shape of a great concentration of the precious 
metals in this country, or in the United States, or even in the 
various banks of the chief centres of commerce throughout the 
globe, were delusive. The relative stock held in each country 
was still destined to depend upon the balance of its other im- 
ports and exports, while the increased supplies would go on 
quietly difiusing themselves in every quarter according to the 
unalterable laws of trade. If, owing to the augmented quantity, 
a greater number of pieces of gold are now required in eveiy 
transaction, the mode of absorption of that which has lately been 
produced is perfectly comprehensible ; and, supposing the yield 
to become a thousand times greater than has yet been witnessed, 
the consequences will still be manifested in no other way than in 
a proportionately increased abundance of gold coin in the hands 
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of every individual. The amount held by the various banks of 
the world has never^ perhaps, been equal to a twentieth part of 
that which is in circulation, and hence, although their stocks 
must increase in proportion to the commonness of the metal, the 
effect in their case is comparatively insignificant. Supposing an 
addition to the circulation of an amount calculated to affect the 
prices of all commodities to the extent of 25 per cent., all the 
increase that could positively be looked for in the aggregate held 
by the several banks would be about one- fourth. 

The hoarding practised by the people of India and China 
must of course delay this diffusion ; but, so far from checking 
the activity and relative prosperity of the gold-finding nations, 
it must operate to perpetuate the ardour of the search just to 
the extent that it retards the depreciation of the article. It is 
the hoarder only who can suffer, since he is accumulating a sub- 
stance which is daily diminishing in value. There is little reason, 
however, to suppose that this hoarding has withdrawn any 
amount calculated materially to interrupt the changes in pro- 
gress. Even if twenty out of the hundred millions sterling 
produced in the last eight years have thus been buried or con- 
verted into ornaments, it can only have reduced by one-fifth the 
speed of the general movement. 

Notwithstanding these conclusions, it will, perhaps, be denied 
that there are any signs of prices having as yet been influenced. 
This is a point on which each person must be allowed his own 
opinion, because no labour could collect the facts requisite to 
demonstrate the actual state of the case. While the gold dis- 
coveries are operating to produce dearness, all the discoveries of 
science are tending in an opposite direction. The agriculturist 
thus extracts from his land crops which a few years back would 
have been deemed incredible, and the Manchester spinner and 
•Birmingham manufacturer are enabled to multiply goods at a cost 
regulated by little else than the wear and tear of machinery, while 
at the same time the extension of steam-navigation is facilitating 
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the acquisition of every kind of raw material. Because beef or 
bread, cotton and woollen goods^ hardwares or trinkets, may be 
as cheap or cheaper than they were when CaUfornia was unknown, 
we are not therefore to conclude that there has been no result. 
The probability is, as was long ago pointed out, that, even if 
the time should arrive for gold to be depreciated to a quarter of 
the value at which it stood in 1848, the possessor of a fixed 
income will find that he can still procure as many of these 
articles for his money as he could at that period. But his state 
will have been one of stagnation, and the results of all the 
advancement of society in comfort and luxury will be simply to 
leave him where he was, while the standard of living has been 
rapidly improving. A person with ^500 a-year, if he could 
obtain now no more than was procurable for the same money 
half a century back, would be in a disagreeable position, and it 
is an effect of this kind that the holders of fixed incomes must 
henceforth be expected gradually to experience. Whether he 
can already trace its commencement in the augmented sums 
demanded for all kinds of labour, in the increased possession of 
gold among classes where it was formerly a rarity, and in the 
general scale of expenditure of every branch of the population, 
must be fgr him to determine. Certain it is that there is no 
other way in which the question can be tested, and that those 
who look elsewhere for proofs of the action of the increased 
supply will look in vain, no matter to what extent it may be 
multiplied. 

XXX. 

With the repayment on Thursday of the £2,000,000 of over 
issue the commercial crisis of 1857 may be considered at an end. 
A large amount of wreck probably still remains to be cleared 

• 

away, but any such details will henceforth be regarded as of 
only individual interest. All the exciting adjuncts of the storm 
will die out with the closing year. In reviewing its history 
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observers will be struck with a singular fact scarcely yet noticed. 
Throughout the whole there has hardly been so much as a 
reference to the continued gold production in Australia and 
California. More than £20^000^000 of the precious metal is 
still in course of annual distribution, and we have witnessed a 
financial revulsion at all the commercial centres of Europe and 
America^ and heard all the theories and discussions to which it 
has given rise^ without any one apparently thinking it relevant 
to mix up the two subjects as havings either retrospectively or 
prospectively, any bearing either for good or ill upon each other. 
This is a wholesome sign. A few years back the gold discoveries 
were used to explain everything. The agriculturists took refuge 
in them. Every prediction regarding free trade had been falsified^ 
but it was Ballarat and Bendigo that had saved the country. 
Trade and commerce^ also^ would but for the same circumstance 
have been cut up by the Bank Charter Act long before Novem- 
ber, 1857. Every good that a liberal Government might effect 
was credited to the specie arrivals, and all their sins were de- 
scribed as the more heinous because, while this ^^ wealth ^^ was 
pouring in upon us, it was utterly inexcusable that anything 
should go wrong. Politically, economically, and commercially, 
whenever a man wished to escape the horns of dilemiiia, he thus 
founH the means to throw his opponents into confusion. He had 
been perfectly right, but who could have thought of the mines ? 
It is evident, however, we are getting beyond this. The late 
conflict on the currency has shown that among the great body of 
the people the simple principle on which alone it can be honestly 
based has been understood with a force which, in the midst of 
the speeches and pamphlets that threatened to pelt us out of all 
courage and reason, could hardly have been hoped, and the 
rapid cessation of the delusions on the gold question is another 
equally important proof of advancing intelligence. It is true 
that during the late debates one or two of the leading members 

of the Opposition seemed to wish to approach the matter in the 
old style, but the attempts were in every case confined just to 
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the number of words necessary to show that they had forgotten 
nothing and learnt nothing. A stray allusion to the riches that 
are still being opened up, coupled with a cautious expression of 
concern a«: the fact that with all these " riches " we seemed to 
be none the richer, constituted for the most part the utmost 
that was ventured. It is plain that the majority have disabused 
their minds of the visions that first dazzled them, and have at 
length accepted the simple idea that there is no ultimate profit 
in increasing the supply of a commodity which, in a general 
sense, has no value except from the limitation of the supply. 
Perhaps, indeed, they may have already recognized that the 
100,000 or 150,000 persons toiling at the deposits in California 
and Australia are actually the most complete specimens of a non- 
producing class that can be found. They live extravagantly, and 
furnish nothing in return to add to the general stock of available 
property. When they have given out the results of their labour 
we are just where we were. As soon as the 50,000 ounces of gold 
which they may raise this week shall have been added to the mass 
of gold at present in existence, the enlarged total will be worth 
nothing more than the smaller one. As far as the direct action 
of his occupation on society is concerned, the goldfinder and 
Sisyphus^e fellow-workers. Happily by drawing others to 
new regions he unwittingly exercises at the same time a marvel- 
lous influence on the destinies of mankind, but that is a difierent 
branch of the subject. The point now is, that as respects any 
operation on the tangible wealth of the world he is a nonentity ; 
and as the question whether this is the case, or whether he is 
really creating effects sufficient to account for every good thing 
that is brought about by enlightened legislation could not fail, 
while it was at all in doubt, to prove rather disheartening to 
those who had been striving for progress^ it is satisfactory to 
find that in most quarters there seems no longer the slightest 
perplexity on the matter. 
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A. 

The Panic of 1M7. 

The following^ which appeared the day before the suspension of 
the Bank Charter Act^ ten years ago^ will show that the means 
by which that event was then brought about were precisely 
analogous to those recently put in operation. At that period 
it was the persons connected with certain unsound Joint-Stock 
Banks at Newcastle that were most active in spreading alarm. 

The most noisy of those who deplore the present panic are the people 
from whom it has its existence. The Newcastle gentlemen, who tried 
to create a ran on the London banks some few weeks back by the 
expression of their desperate apprehensions of what might happen, 
although, according to their own admissions, they themselves had 
nothing to complain of, have followers out of number. The letters pro- 
duced in simple openness by the speakers on that occasion were only 
samples of what are now flying fix)m town to town all over the country. 
" Here business is at a stand-still ;" '' No one can tell what will happen 
next ;" *^ Several houses hitherto of undoubted credit are known to be 
in difficulties, but we forbear to mention names ;" '* It is said that un- 
less the Govenmient do something, all the leading firms will dose their 
doors by the end of the week ;" ** The consequences will be dreadful ;" 
" It may extend to the masses ;" '' We may see the Bank, the Govern- 
ment, and the country in one general monetary wreck,'' — ^are the common 
phrases which meet our eyes in eveiy direction, and which, in his grief 
at the panic, each man seems to adopt as likely to give the most proper 
direction to his neighbour's views. The end is to get Government 
reUef, to induce the Ministers to advance the credit of ^e nation, which 
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includes the qredit of aU those who are out of busmess or who have 
nothing to do with speculation, to supply the place of that credit which 
the commercial world refuses to give to one another. But the question 
at once suggests itself, since it is professed that the object sought is 
only just such a temporary issue of notes as shall " restore confidence" 
for the moment, whether it is not the duty of those parties, before they 
call for help from the Government for that purpose, to put their own 
shoulders to the wheel, and to set the example of showing confidence 
themselves. If the mercantile body have involved themselves in irre- 
mediable speculations, of course neither the Government nor any other 
power can help them, and any momentary aid would merely prove so 
much waste ; but if, on the other hand, it be as asserted, that the great 
majority are intrinsically in a sound state, and are only placed in jeo- 
pardy through the temporary effects of distrust, there can be no excuse 
for those among them by whom that distrust is excited and exercised, 
and if they still pertinaciously spread it when the remedy lies in dis- 
carding it, they can hardly complain that they are called upon to pay 
the penalty. 

The fSact however is, that the very object of the outcry on the part of 
many is to prevent any subsidence of the panic by legitimate means. 
Let things return to their natural channel — ^to that steady course of 
pressure which, during the whole of the present year, would never have 
been interrupted but for the bad banking of the Bank, and which must 
go on until it has entirely crushed the railway mania, and these people 
know their fate. Solid firms would be content with such a state of 
things ; they are only seeking steadily to continue that contraction of 
engagements which they have long put in progress, and contentedly to 
wait until the great evil by which commerce is depressed shall have 
been cleared away, and business may be again resumed. They have 
the means to do this, and also the means to live on for some months, 
satisfied with not making money if they can be secure against losing it. 
But this would be ruin to the entire mass of those who for the past two 
years have had the direction of the " enterprise" of the nation. Banks 
which have made uncovered advances of hundreds of thousands, or who 
have locked up their funds in railways or in collieries, merchants who 
have gone under engagements of half-a-miUion or more backed by a 
capital invested in sugar fisustories or coffee plantations some 6000 miles 
away, manu&cturers or brokers whose safes are filled with scrip with 
one pound paid on each share, and 19 yet to pay, cannot get on beyond 
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tho hour. No ordinary restoration of confidence, no state of continued 
contraction, can be compatible with their cxiHtence. They must have 
something that shall revive the public trust in the delusions to which 
they have committed themselves, and which shall enable them to throw 
those commitments upon others, and consequently a depreciation of the 
currency (for any habit of resorting to an additional issue of bank-notes 
would inevitably have that effect) is the only thing that will serve their 
purpose. It is the pressure they want to get rid of, and not the panic, 
and they will do their best to keep up the latter until by its aid they 
shall have brought the sound part of the community into equal peril 
with themselves, and shall thus have escaped an exposure of the rotten- 
ness of their own position through the sense of a common ruin, and of 
a common necessity for " relief." 

Let the public recognize these facts, and they will at once do much 
towards producing a more wholesome state. Let them recollect that 
the condition of commerce at this moment is in many respects not so 
dangerous as it was in April, since much unsoundness is now cleared 
away ; that uncovered engagements have been reduced, and that, al- 
though statistics of manufacturing distress are prominently paraded, the 
number of mills stopped and of hands out of employ is actually one- 
third less than were then discharged. Let thorn remember that an 
influx of gold is now taking place solely by the beneficial operation of 
that law which it is sought to set aside. Let them also bear in mind 
that in April we had the same cry for Government aid, that deputations 
arrived from Liverpool, and that within a month from the time when 
by the unaided operation of the Bank Charter Bill the efflux of bullion 
had been checked, and trading confidence had been restored, Liverpool 
became the chief scene of a revival of the railway speculation to an ex- 
tent which, by its rapidity and By the magnitude of the transactions 
entered into, took all England by surprise. Let it be asked likewise, 
if '< temporary relief" had been administered then, at what period 
would it have been likely that the speculators of Liverpool and of other 
places would have acknowledged that it had done its work, and that 
the accommodation might be returned ? And let it be farther asked, 
since our stock of bullion has diminished nearly ^2,000,000 subse- 
quently to that period, where it would have been by this time, if the 
influx of gold which at that date took place had been checked, as it was 
then, and as it is now again proposed to check it, and if importations 
had been stimulated by increased facilities ? 

I 2 
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If, in additLon to these considerationBy the sober part of the com- 
munity will keep in yiew the iostmctiye fact that these alarmists are 
always the veiy persons to heap abuse upon those who would attempt 
to warn them when warning can be safely given, — ^that they are fiill of 
confidence when there is too much confidence, and the loudest to cry 
ruin when courage is most demanded, it may be hoped that vague 
terror will lose its force, and that the attempted mischief wiU be stayed. 
Even if much worse pressure shall come, as ultimately it wiU, there 
will yet be means of relief for all who are entitled to expect it, if, 
instead of losing their presence of mind amidst the vain damoiur for 
extraneous help, they will devote their thoughts to the construction of 
well-combined plans by which they may ensure their own safely, and 
do the best for one another. 



B. 

Speech of the Chancellor of the Exchequer^ Sir 6. G. Lewis, in 
proposing the Bank Indemnity Bill^ 4th Dec. 1857. 

The Chancellor of the Exchequer said, — ^I rise for the purpose of 
bringing under the attention of the House the question which, as has 
been stated in the extract from the gracious Speech from the Throne, 
has led to the assembling of Parliament before the usual time. In 
order that the Committee may frdly understand the nature of the act 
of Her Majesty's Government which has induced the Directors of the 
Bank of England to infringe the provisions of the statute, and thus ren- 
dered it obligatory upon me to ask the House to give its consent to a 
Bill of Indemnity, it will be my duty to call their attention to the 
existing state of the law. Sir Bobert Feel, in the course of his long 
political career, induced the Legislature to agree to two important Acts 
relating to the currency, which were in point of time separated from 
each other by a quarter of a century. The first of these Acts, as is 
well known to the Committee, was passed in 1819. It restored the 
currency to its proper metallic basis, put an end to the state of things 
existing during the war — a state of suspension of specie payments, and 
established the convertibility of a bank-note. After that Act had been 
passed, the power of the Bank of England to issue notes was unlimited 
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in point of extent. They were only subject to the condition of being 
payable in gold on demand; and the power of establishing country 
banks was also unlimited, subject to the privilege which then existed 
in fifcYour of the Bank of England from the practice in reference to six 
partners. These banks when established could create any quantity of 
bank-notes. The same power existed both in Ireland and Scotland. 
Any person could, under that law, establish a bank and issue notes 
payable to bearer on demand, provided only that those notes were paid 
in specie upon presentation at the bank. That was the state of the 
law from 1819 to 1844, the date of Sir E. Feel's second important Act 
on the currency. That second Act, he stated to the House, was to be 
considered as a complement to the first ; he intended it to secure, in 
&ct, that convertibility of the note which was made legal only by the 
Act of 1819 ; and the provisions which he introduced were to the fol- 
lowing effect : — ^In the first place, he enabled the Bank of England to 
issue notes on secuiities to the extent of jC14,000,000, together with 
any further sum which might accrue from the lapsed circulation of the 
FiUgliwh country banks, as to which some detailed provisions were 
introduced into the Act. An order in Council under those provisions 
was passed about two years ago, authorizing the Bank to add to that 
portion of its issue which rests upon securities the sum of ^75,000. 
Therefore at present the issues which the Bank of England can make 
upon secuiities — and it is not allowed to make any issues except upon 
Government secuiities — ^is ^14,475,000. In addition, the law allows 
the Bank of England to make an amount of issue equivalent to the 
bullion which may be in its coffers. The Act of 1844 frirther intro- 
duced a provision which seems to me, although in some maimer con- 
nected with them, yet to be essentially different in its character frt)m 
the other provisions, — ^I mean that for dividing the Bank of England 
into two departments, the issue and the banking department. Gen- 
tlemen who are fEimiliar with the mode in which the weekly returns of 
the Bank are published, are aware that the assets and liabilities are 
always classed under those two divisions. I shall presently have to call 
the attention of the Committee to the practical working of that system 
with reference to the measure to which I am about to ask their assent. 
I should add, that with regard to English country banks, the Act of 
1844 contained this important provision, — ^it prohibited any bank which 
might after the passing of that Act be established in England frx)m 
issuing bank-notes. It limited, also, the note issues of the existing 
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banks to the amount which was then in circulation. It contained no 
provision requiring them to issue notes on securities, nor did it aUow 
them to exceed the fixed limit by issuing notes against bullion. There- 
fore, under the Act of 1844, the condition of the English country banks 
is this : — No new country banks can issue bank-notes at all, and the 
country banks existing at the time of the passing of that Act are 
limited in their issue to the circulation which they then possessed. In 
the following year was passed an Act with respect to Scotland and 
Ireland, which was intended as a part of the same measure. Its effect 
was to limit the existing banks of Ireland and Scotland to their then 
issues, as in the case of the country banks of England. It did not 
require that those issues should be guarded by securities of any kind, 
but it authorized them to make issues in excess of their certified circu- 
lation against a deposit of bullion. Therefore, in Ireland and Scotland 
there is a certain amount of paper which is limited under the Act,- in 
addition to which the banks issue a certain portion against sovereigns. 
The Committee ought to bear in mind the practical result of this com- 
pound system upon the circulation as it exists at the present moment. 
On the 11th of April last the notes of the Bank of England in the 
hands of the public amounted to ^19,752,045. At the same date the 
note circulation of 

The English country banks was jg6,920,000 

The Scotch banks 3,832,000 

The Bank of Ireland 3,557,000 

And other banks in Ireland 3,596,000 

Total.... jei7,905,000 
Adding that amount to the circulation of the Bank of England, wo may 
take the paper circulation of the United Kingdom to be in round num- 
bers about £38,000,000. Of that ^8,000,000 the only portion which 
is strictly covered by bullion is that which is issued by the Bank of 
England in addition to the jC14,475,000 which they issue upon secu- 
rities. The whole of the circulation of the English country banks and 
the chief part of the circulation of the Bank of Ireland and the Scotch 
and Irish country banks is, so far as the law is concerned, not repre- 
sented by bullion. The security which the law takes for that portion 
of the circulation is the legal convertibility of the note — ^the liability of 
the banker to pay in specie when the note is presented. That is the 
existing state of the circulation under the different Acts which regulate 
our currency ; and it is essential to bear in mind, with reference to the 



APPENDIX. 119 

solvency of the Bank of England and the importance of keeping a large 
bullion reserve in that central establishment, the considerable amount 
of the provincial issue. When Sir E. Peel introduced the measure of 
1844, he stated that one of the main objects which he had in view was 
to provide security against the excessive issue of paper, and thereby to 
guard against the recurrence from time to time of those commercial 
panics under which the country had at different intervals suffered pre- 
viously to 1844. At the same time he stated that he did not propound 
his measure as a panacea, or as an in&llible g^uard against such panics, 
because he said that the issue of bank paper was only one of their 
causes, and he recognized the fact that commercial panics might arise 
from causes which did not He within the scope of his legislation. But 
in 1847, after the commercial crisis of that year, when it became re- 
quisite for the Grovemment to authorize the Bank, if the necessity 
should arise, to exceed the limits fixed by the Act of 1844, Sir E. Peel, 
in the discussion which arose, delivered his opinions more fiilly on the 
subject than he had previously done, and he gave a definition, corrected 
by experience, of his own views as to the objects of the Act of 1844, 
which, as it contains an authentic exposition of his opinions, I trust the 
Committee will permit me to read. Sir E. Peel upon the drd of De- 
cember, 1847, said : — 

'' I say, then, that the Bill of 1844 had a triple object. Its first object 
was that in which I admit it has fedled, viz. to prevent, by early and gradual, 
severe and sudden contraction, and the panic and confusion inseparable from 
it ; but the Bill had two other objects, of at least equal importance — the one 
to maintain and guarantee the convertibility of the paper currency into gold, 
the other to prevent the difficulties which arise at all times from undue 
speculation being aggravated by the abuse of paper credit in the form of pro- 
missoiy notes. In these two objects my belief is, that the Bill has com- 
pletely succeeded. My belief is that you have had a guarantee for the 
maintenance of the principle of convertibility such as you never had before ; 
my belief also is, that whatever difficulties you are now suffering, from a 
combination of various causes, those difficulties would have been greatly 
aggravated if you had not wisely taken the precaution of checking the un- 
limited issue of the notes of the Bank of England, of joint-stock banks, and 
private banks." 

That was Sir Eobert Peel's definition of the Act after he had become 
aware of the events of 1847. I may also call attention to the remarks 
that my right hon. friend near me (Sir G. Wood), who then held the 
office which I now hold, made upon the measure then brought before 
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the House, as showing that in his view the Act was never considered 
as a specific against commercial panics. He said : — 

** A complaint has been made that this Act has not presented us from 
commercial convulsion. I think that those who expected such an effect 
firom it much miscalculated the motives by which persons engaged in com- 
mercial transactions are actuated. Certainly^ for one, I never held out any 
such expectations to the coimtry. I stated most distinctly that I did 

not contemplate that such would be the effect of the Act. The 

same effects precisely might have occmred under a metallic circulation as 
have occurred under our mixed currency, and the advocates of the Act of 
1844 never professed that its operation would produce any other result 
than that which might have happened under a metallic circulation." 

I think that this reference wiU satisfy the Committee that the authors 
of the Act of 1844 did not contemplate its proving a panacea or a 
complete guarantee against the occurrence of commercial crises, which 
are produced by a variety of causes, upon which no legislation, and 
certainly no legislation confined to the currency, could operate. I 
win now briefly advert to the peculiar crisis of 1847. It was described 
by my right hon. friend, in moving for a Committee on the subject, as 
having been caused by the absorption of available capital for the pur- 
chase of com and the construction of railways acting upon a very un- 
sound state of commercial affairs. It arose from internal causes, from 
an internal demand for a large and extraordinary amount of capital, 
and had no connexion, as in the case which we are now considering, 
with our foreign trade. In 1847, as in the present year. Her Majesty's 
Government, considering the urgency of the commercial crisis, came to 
the conclusion to issue a letter to the Directors of the Bank, authorizing 
them in certain contingencies to exceed the limits fixed by the law. 
The cause of issuing that letter was stated to be the want of confidence 
in the commercial classes which then existed, and its object was also 
defined to be to put an end to the present alarm. Although the cause 
of the panic in 1847 was different from that of the panic of this 
year, yet the object aimed at by the issuing of the Gk)vemment letter 
in those two years was identically the same. The Bank Directors, 
however, did not find themselves under the necessity of overstepping 
the law of 1847. Confidence was re-established by the issuing of the 
letter. Its influence upon the commercial classes was immediate, and 
the Bank Directors were enabled to navigate their ship through their 
difficulties without exceeding the limits of the law. Nevertheless, 
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Parliament was assembled before the usual time. The attention of 
Parliament was called to the matter by Her Majesty's Speech^ but as 
no Indemnity Bill was required, the direct assent of Parliament to 
a Bill was not obtained. Nevertheless, a Committee of Inquiry into 
the Act was appointed upon the motion of my right hon. Mend. That 
motion gave rise to a debate, but I believe that it was unanimously 
assented to by the Ho\ise. 8ir Robert Peel, who was the author of 
the Act, expressed himself, in terms the most unambiguous, in appro- 
bation of the sanction which had been given by the Government to the 
suspension for a time of the limits fixed by the Act. I shall quote 
some of his words on that occasion, and I think it is of importance that 
the Committee should bear them in mind, inasmuch as the distinctness 
with which he spoke proves that he, who was certainly better qualified 
than any other person, either in or out of this House, to speak with 
authority upon the policy of the Act, was satisfied of the propriety of 
the step then taken. He said : — 

'* But when there occurs a state of panic — a state which cannot be fore- 
seen or provided against by law — ^which cannot be reasoned with — the Go- 
vernment must assume a power to prevent the consequences which may 
occur. There is the necessity for a discretion which I think was properly 
exercised in the present instance. It was better to authorize a violation of 
the law than to run the risk of the consequences which might have ensued 

if no intervention on the part of the Government had taken place 

Sir, I think that the Government were justified in issuing that letter. I 
think that, having issued it, they acted with the strictest regard to constitu- 
tional principle in forthwith summoning Parliament." 

That was the judgment, if I may say so, which Sir Robert Peel pro- 
nounced upon that question. But the matter did not rest merely with 
the appointment of a committee, and the approbation by individual 
members of Parliament of the step taken by the Govenmient. On the 
17th of February, 1848, Mr. Herries, who was then a member of this 
House, moved two resolutions in a committee of the whole House, the 
first of which confirmed in a most distinct manner the policy of the 
step. It was in these terms : — 

'' That looking to the state of distress which has for some time prevailed 
among the commercial classes, and to the general feeling of distrust and 
alarm by which the embarrassments of trade have been aggravated, it is the 
opinion of this House that Her Majesty's Ministers were justified, during 
the recess of Parliament, in reconmiending to the Bank of England (for the 
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purpose of reatoring confidence) a course of proceeding at variance with the 
restrictions imposed by the Act of the 7th and 8th of Victoria, cap. 32. 
'^ That this House will resolve itself into a committee upon the said Act." 

That resolution was put and carried without a division^ from which it 
is manifest that the House, upon a consideration of the subject, expli- 
citly approved the act of the Government. But a select Committee was 
appointed to inquire into the Act of Parliament, and several most able 
and competent witnesses gave evidence before them. In their first 
report, dated the 8th of June, 1848, they said: — ; 

'^ The issue of that letter was no doubt an extraordinary exercise of power 
on the part of the Government, but the House has decided that in the pecu- 
liar circumstances of the period they were justified in taking that step." 

Therefore the Committee — ^perhaps it is a solecism to say so— adopted 
the resolution of the House ; at all events, the Committee, after great 
consideration and inquiry, referred to the previous resolution of the 
House as embodying their own opinion. Having thus, I fear at too 
great length, but with a minuteness which I thought the importance of 
the subject required, stated what took place in 1847, 1 will now, with 
the permission of the House, call their attention to the events which 
are now immediately under our consideration. With regard to the 
commercial crisis into which we have lately entered, and from which I 
think we can scarcely be said yet to have emerged, it may be observed 
that no symptom of an alarming or even of a threatening character (if 
we compare the bullion and reserve notes of 1856 and 1857) mani- 
fested itself until about the 18th of October. From that day a percep- 
tible deterioration began. The bullion in the Bank fell between the 10th 
and the 18th of November from ^10,110,000 to £6,484,000 ; while the 
reserve notes fell during that i)eriod from about ^,500,000 to about 
£1,400,000. But before that time it cannot be said that anything oc- 
curred which could create uneasiness in the course of aJSairs at the Bank. 
The immediate cause of the crisis was, as must be within the knowledge 
of most of the hon. gentlemen who are now present, unconnected either 
with the management of the Bank or with any issue of paper money in 
this country. It grew out of the derangement of the American trade, 
supervening upon some previous inconveniences created by the Indian 
revolt, the shipment of bullion, the disturbance of the Indian trade, 
and, to a certain extent, speculation upon the Continent. However, it 
may be said that the almost exclusive cause of the commercial distress 
was the derangement of the American trade. For some months previ- 
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oiisly to November, the foreign drain of bullion was accompanied by 
an adverse state of the exchanges and a high rate of discount at the 
Bank. On the 2nd of April it was at 6-J- -per cent., on the 18th of June it 
was 6 per cent., on the 16th of July 5^ per cent., on the 8th of October 
it was raised to 6 per cent., on the 12th of October to 7 per cent., on the 
19th of October to 8 per cent., on the 5th of November to 9 per cent., 
and on the 9th of November to 10 per cent. These figures show that 
high rates of discount had prevailed, the natural consequence of an adverse 
state of the exchanges ; but the operations of the Bank and of the dis- 
count-houses in this country had been successM in reversing that state 
of things, and in producing^ a favourable state of exchanges before the 
issue of the Government letter. At that time the foreign drain of gold 
had been checked, and the exchanges were favourable. WeU, although 
some uneasiness might still exist as to the state of the Bank, nothing 
at that moment seemed to indicate any immediate probability of the 
Government being called upon to exercise any extraordinary powers ; 
and as the right hon. gentleman (Mr. Disraeli) referred yesterday to 
the state of our trade diuing the month of October as a circumstance 
which ought to have induced Her Majesty's Gt)vemment to hesitate 
before they recommended the prorogation of Parliament until the end of 
December, I would beg leave to remind him that even if the state of 
trade had been more unfavourable than it actually was, there was no 
symptom of commercial distress which would have rendered it neces- 
sary for the Government to resort to any extraordinary act. It was only 
in the event of their being called upon by any urgent and unforeseen 
necessity to authorize a suspension of the law, that it was likely to be 
necessary that, upon merely commercial grounds, they should advise 
Her Majesty immediately to assemble Parliament. In the event of 
that improbable contingency — ^as we thought it — arising, a constitu- 
tional power existed, which could be exercised at any moment, of sum- 
moning Parliament by proclamation to meet in fourteen days. That is an 
explanation of the charge of want of caution and foresight on the part 
of the Government brought forward by the right hon. gentleman. Well, 
the first event which precipitated matters in the late commercial crisis 
was the failure of the Borough Bank of Liverpool. I wish to call the 
attention of the Committee to the fact that that was not a joint-stock 
bank, and that it was not a bank of issue. I believe there is not a 
single bank of issue in that town : but the Borough Bank was not a 
bank of issue ; it was a corporation of a general character, and the 
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amoimt ai its liabOilieB was very conaidfstmhie. As far, tiboefiire, as 
tbat efltaUuhmeQt was eoncemed, the eanaeqiiences produoed hy its 
taStare cannot in any way be tneed to an ezoeas in tlie iasoe ci bank 
pi^er. Thatfiuhne tocA place about the 27tfa of October, and tiie next 
erent of importanoe waa the fidbne of Measn. Denmstoon on the 7th 
of STorember. That hooae was extendvety engaged in the American 
trade. I believe that it waa a boose condoefeed with pnidence, and 
possessed of large capital, but it was soddenfy finreed to sniipend pay- 
ment by the nusfbitones arising out of the canynlnoos that had taken 
pLice in America, which were attended with much greater distress than 
had oecnired in this oonntiyy and accompanied by a general sospenaion 
of cash payments. The house of Messrs. Dennistoon fidled, as I have 
said, on the 7th of November for iqywards of j^,000,000. About two days 
afterwards, I believe on the 9ih of November, a large joint-stock bank 
in Scotbmd ffiiled — the Western Bank, which had nnmerons branches. 
Within a day or two afterwards another large joint-stodc bank — ^the 
City of Glasgow Bank — also MLed. The jcnnt drcnlation of these 
banks was about £800,000, of which about one-half was the certified 
circalation they were aathorized to make upon seenrities, and the re- 
maining half upon bullion. Their deposits were about £9,000,000, 
showing that it was not their note circulation, but the magnitude of 
their other transactions and liabilities which led to their nnfortunate 
fiuloie. I may mention with r^ard to the Western Bank of Scotland, 
that there had been no nm at all upon it previous to its failure, and 
that when its doors were dosed, not a single note had been presented 
for payment out of the usual course, thus showing that it was not the 
discredit of the notes of the bank, but a failure to meet its large 
engagements of other descriptions, which led to its nnfortunate fiall. 
The first sign of pressure more immediately affecting the mercantile 
classes in London, and approaching nearer to the Bank of Eng^land, was 
the failure of the house of Messrs. Sanderson and Co., bill-brokers, 
which took place on the 10th of November. Such an event could not 
occur without exerdLsing a serious influence upon the credit of other 
similar establishments in this city. The publication of the Bank re- 
turns for the week ending Wednesday the 4th of November, which 
showed a considerable reduction of the Bank reserve, was a circum- 
stance which, combined with the other fiusts 1 have mentioned, could 
not but create uneasiness and alarm, and call attention to the dimi- 
nishing resources of the Bank. The alarm increased in London, and I 
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think I cannot adduce a clearer or more compendious proof of the ex- 
istence and extent of that alarm than by referring to the increase of 
the bankers' deposits at the Bank of England in the week from the 
4th to the 12th of November. It may at first sight seem somewhat 
paradoxical to the Committee to refer to the increase of bankers' de- 
posits in the Bank of England as a proof of alarm ; but it must be 
borne in mind that the Bank of England is the bank in which the 
London and other bankers keep their deposits, and therefore when 
they increase those deposits suddenly and extensively, it is a proof that 
they are guarding themselves against a run upon their fimds, that they 
expect demands from their customers, and are, in fact, if I may so say, 
hoarding their resources. The increase of bankers' deposits at the 
Bank of England is, therefore, a recognized test of the existence of 
alarm. In the week from November 4 to November 12, these deposits 
increased by no less than .£1,970,000. But there was another decisive 
proof of the existence of alarm in this city — ^namely, the general cessa- 
tion of all discounting except by the Bank of England. At that time 
it was scarcely possible to obtain an advance, even upon bills which 
were undoubtedly good, either from bill-brokers or bankers; their 
operations were for the moment universally suspended, and the Bank 
of England was the only establishment in London at which discounts 
could take place. That circumstance may be referred to as a tolerably 
conclusive proof of the general prevalence of alarm. I may mention, 
that at that time a single discounting house paid in one day £800,000, 
£700,000 to depositors, and £100,000 to discounters ; a sum, I appre- 
hend, almost unparalleled in operations of that kind. I will now call 
the attention of the Committee to the state of the Bank on the day 
before the recent Grovemment letter was issued, and to its state on the 
day previous to the issue of a similar letter in 1847, and I think the 
Committee will see that with regard to every point indicative of the 
strength of its resources, the position of the Bank in 1857 was less 
favourable than its position in 1847. The inference to which I wish 
to lead the Committee is that, if the Grovemment were justified by the 
opinion of Parliament, of the public, and of competent judges, in 
issuing the letter in 1847, then d fortiori they were justified this year 
in issuing a similar letter. The following is a statement of the position 
of the Bank of England in October 1847, and November 1857 : — 
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Bullion 

Reserve of notes in Banking Department . 

Keserve of coin 

Deposits (private) 

Private Securities 



October 23, 
1847. 



£ 

8,318,000 

1,647,000 

447,000 

8,680,000 

19,467,000 



November 11, 
1857. 



£ 

7,171,000 

967,000 

504,000 

12,936,000 

26,113,000 



Therefore I think the Committee will see that, whatever were the 
gromids for the interference of the Government in 1847, the grounds 
were still stronger in the present year. There is another most mate- 
rial point of difference between the two cases, which perhaps even still 
more justifies the interference of the Government in the present year. 
In 1847 the turning-point had been reached before the issue of the 
letter — ^the state of things had begun to improve. It is true that the 
issue- of the letter, in the opinion of competent judges, accelerated that 
process ; but the improvement had already manifested itself, and the 
worst had been seen before it was issued. Now, in the present year 
the direct contrary is the fact. We had not reached the worst when 
the letter was issued ; and, whatever opinion may be formed as to the 
beneficial effects of the letter, there is no doubt that if it had not been 
written, if this authority had not been given, we should have seen a 
worse state of things after the 12th of November than before it. Now, 
the fact which seems to me material, as constituting the difference 
between the two years, is the progress of the London discounts at the 
Bank in 1847 and 1867. On the 23rd of October 1847, the London 
discounts of the Bank were ^7,762,000. The amount remained sta- 
tionary till about the 4th of November, when it fell to ^7,500,000 ; 
and a few days later it sank even lower. In the present year, on the 
other hand, those discounts amounted on the 9th of November to 
£7,256,000. They went on regularly increasing till on the 27th of 
November they reached £12,022,000, and on the 1st of December they 
still stood at £11,961,000. This shows that i^e sum under discount 
at the Bank of England was greater at the end of that period than at 
its commencement, whereas in the corresponding period of 1847 that 
amount had considerably diminished. Therefore, I infer from these 
facts that, whereas the worst of the crisis had been overcome before 
the letter of 1847 was issued, the worst had not been overcome when 
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the letter of this year was issued. I trust, Sir, that I have estahlished 
to the satisfaction of the Committee that the course taken by the Go- 
vernment in 1847 was maturely considered and deliberately approved 
by Parliament — ^that the authors and promoters of the measure ap- 
proved this proceeding, and that it constituted a precedent by which 
subsequent Governments could with prdpriety regulate their conduct. 
In the present case the causes of the panic were, no doubt, different, 
but the result was the same ; the circumstances with which the Go- 
vernment had to deal were similar, the urgency was greats, and what- 
ever reason justified the resort to extraordinary measures in the year 
1847 wiU be found to apply with greater cogency and greater con- 
clusiveness to the c£ise of the present year. But the existence of a 
precedent has not grown out of mere accident from the occurrence of 
circumstances which had not been foreseen when the original measure 
was prepared. I have the evidence of Mr. Cotton, the Governor of the 
Bank at the time when the Bill of 1844 was under consideration, and 
that gentleman stated to the Committees of both Houses of Parliament 
that the precise contingency which occurred in 1847, as also in the 
present year, was foreseen by Sir R. Peel, who appeared to have con- 
templated a mode of meeting it exactly identical with that which has 
been adopted in both years. That seems to me an important part of 
the case ; and I will therefore read an extract on this point from Mr. 
Cotton's evidence before the Committee of this House which sat in 1848. 
Similar evidence was given by him before the Committee of the House 
of Lords. Mr. Cotton was thus examined : — 

^In the case of a panic, do you think that a contraction of the circulation 
is any cure for it P — ^I think it is, inasmuch as it increases the value of money, 
and iaduces people who have hoarded money to part with it 

'^ Do you think, even in the case of an internal panic, the proper mode of 
cure is a contraction of the circulation P — ^The proper mode of cure is a con- 
traction of the circulation ; whether it is worth while to submit to the re- 
medy is another question. I can easily conceive that there may be monetary 
crises when it is necessary for the Government to interfere, and to do as was 
done in October. 

" You contemplate, as I understand you, that under the operation of the 
Act circumstances may arise which will call for the interference of Govern- 
ment P — I did contemplate it; and I believe that I shall not be guilty of a 
breach of confidence if I state that the subject was discussed very fully with 
the First I^rd of the Treasury and the Chancellor of the Exchequer during 
the consideration of the provisions of the Bill, and when the subject was 
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again pressed on him Sir Robert Peel expressed his opinion to me in these 
terms : — ' My confidence is unshaken, that we are taking all the precautions 
which legislation can prudently take against the recurrence of a monetary 
crisis. It may occur in spite of our precautions, and if it does, and if it be 
necessary to assume a grave responsibility for the purpose of meeting it, I 
dare say men will be found willing to assume such a responsibility/ 

" It was contemplated that circumstances might occur which would render 
it necessary to suspend the limit of the Act of 1844. Can you state what 
were the sorts of events that you had then in contemplation P — I should say, 
events similar in effect to the events of 1826, when there was entire discredit 
of all the country bank circulation, and a panic which brought down, not 
merely an immense number of bankers, but others who were men of un- 
doubted property." 

I think that passage ought to convince this Committee that, in referring 
to the proceedings of 1847 as constituting a parliamentary precedent 
of the utmost authority, wo have every security that the subject was 
fully considered both in its character and its consequences, and that 
legidation was left in its present state upon mature deliberation. The 
right hon. gentleman (Mr. Disraeli) put a question last night which he 
had a perfect right to ask, and to which he is entitled to have an 
answer. It was : — " Whether the issue of this letter was called 
for by the Bank Directors, and whether pressure was applied to the 
Government in order to obtain it?" Now, Sir, I state distinctly 
that the issue of that letter was the spontaneous act of Her Ma- 
jesty's Grovemment; that they proceeded upon their own deliberate 
and conscientious view of the circumstances of the case; that they 
were not urged by deputations, by the representations of mercan- 
tile bodies, nor were they implored to interfere by the Directors of the 
Bank of England. No men invested with a public and official respon- 
sibility could have acted in a more honourable and conscientious man- 
ner than the Directors of that corporation. They showed themselves 
throughout ready to carry into effect all the obligations which the law 
cast upon them, and they merely said that they were willing to act 
upon any advice which the Government might tender to them, but that 
they were prepared to obey the provisions of the law. Sir, the Govern- 
ment were guided by their view of the fects which I have disclosed to 
the Conmiittee — ^facts the corresponding circumstances to which were 
deliberately reviewed by the Parliament of 1847, and were considered 
by them as constituting a legitimate ground of interference. These 
facts existed in a far more intense degree in November 1857 than in 
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October 1847. Our justificatioii therefore is, that we acted in conse- 
quence, not of the pressure of the mercantile body, but in consequence 
of the pressure of facts, and that we should have been guilty of a grave 
dereliction of duty if in so grave and urgent a state of circumstances we 
had hesitated to take upon ourselves the responsibility which was as- 
sumed by the Gbvemment. I do not at all seek to screen myself under 
the existence of mercantile pressure. If the act which we have done is 
right, let the House indemnify the Bank Directors, let them indemnify 
those who advised them. If it is wrong, let them refuse that indemnity. 
We do not ' seek to shelter ourselves under any pretence of having 
been coerced into the act. The Committee is in possession of a nu- 
merical return from the Bank folly exhibiting the state of things on 
each day from the 11th of November, and it is unnecessary that I 
should trouble them with a minute analysis of these figures. I will 
only say that, unlike what occurred in the year 1847, the Bank Direc- 
tors immediately found themselves compelled to act upon the authority 
given by the Government, and to make issues in excess of the limit 
fixed by the Act of Parliament. They first issued ^1,000,000 of notes 
from the issue to the banking department, placing against that sum an 
equal amount of securities; and on a subsequent day they made a 
similar transfer. The first issue took place on the 12th of November, 
and the second on the subsequent day. The effect of that, technically, 
is, that the Bank of England has infringed the provisions of the Act 
to the extent of ^£2,000,000 sterling ; but the Committee should bear 
in mind that, although, owing to the peculiar manner in which the 
accounts of the Bank are kept, the law is technically infringed to that 
amount, at no time has the Bank issued so much as ^£2,000,000 to the 
public. It has merely passed £2,000,000 from one department of the 
establishment to another. I have before me a statement of the amount 
in excess which was from day to day issued to the public. On the 
13th of November, for instance, the excess of notes in the hands of 
the public was X186,000 ; on the following day, £622,000 ; and so on, 
until, on the 20th of November, it reached the maximum of £928,000. 
If the Committee will deduct the amount of the reserve of notes in 
the banking department from the £2,000,000 transferred from the 
issue department, they will see that the difference is the figures which 
I have given. That is the real amount which has reached the public. 
On the 21st of November that amount was £617,000 ; on the 23rd, 
£397,000 ; on the 24th, £317,000 ; on the 25th it had faUcn to 
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^81,000 ; on the three following days there was an increase > but on 
the 30th of November it had fallen to X16,000 ; and on the Ist of 
December the note reserve was more than £2,000,000 ; therefore, 
strictly speaking, there was then no issue in excess of the limit. I 
need not, however, remind the Committee that the operations of the 
Bank being now divided into two departments, it was impossible to 
work the banking department without an issue of notes from the issue 
department, and that that transfer was technically a violation of the 
law ; but the Committee should bear in mind that the real and essential 
violation of the Act has been conimed to the amounts which I have 
just read. It may be asked, what would have been the result if the 
letter of the Government had not been issued ? That is a matter about 
•which we can only form conjectures. The actual result of issuing that 
letter must, I think, be admitted to have been favourable. It dimi- 
nished alarm and restored confidence ; and it did not in the smallest 
degree endanger the convertibility of the note, because a favourable 
turn of the exchanges had taken place, and there was at that time no 
fear of a foreign drain of gold. Therefore I cannot think that at that 
moment the convertibility of the note was endangered by the step 
which was authorized by the Government. If that authority had not 
been given, it is certain that the only measure to which the Bank 
could have resorted for its own protection would have been the imme- 
diate and total cessation of discounts. Indeed, could, they have fore- 
seen the impossibility of the Government taking such a step, they 
might, perhaps, have diminished their discounts a day earlier. At aU 
events, they must at the time the letter was issued have entirely 
stopped their discounts. Whether so decided a step as that on the 
part of the Bank of England might not have led to the extension of 
discredit among establishments of a similar nature engaged in similar 
operations of banking, I leave it to the Committee to determine. It is 
not for me to give any positive opinions upon such a subject ; but if 
such discredit had arisen, the Committee must see what would have 
been the effect upon the banking department of the Bank of England, 
by leading to the withdrawal of deposits. Now, as by law the two 
departments of that bank are segregated the one from the other, and 
the assets of the issue cannot be applied to the relief of the banking 
department, the Bank of England might have found itself in the pain- 
ful position of postponing payment to depositors, or of applying a 
portion of the assets of the issue department — because its assets 
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would undoubtedly have been sufficient — ^to the discharge of the lia- 
bilities of the banking depiurtment. I think it probable that such a 
contingency might not have arisen ; nevertheless, it was within the 
rauge of possibility. Events, as I have learned fix)m painful expe- 
rience — events march very rapidly during a commercial crisis. Per- 
sons who are loaded with the responsibility of action in moments of 
that sort must be prepared for them, and I leave it to the Committee 
to judge, whether, with such a contingency before them. Her Majesty's 
Government would have been justified in withholding the letter which 
they sent to the Bank. I am fiilly conscious of the gravity of the step 
which the Government took. The deliberate infraction of a funda- 
mental law governing the currency is, as this Committee will readily 
believe, a step which no persons responsible for their acts would lightly 
take. I do not in the smallest degree seek to diminish the importance 
of the proceeding resorted to by Her Majesty's Ministers ; at the same 
time, let it be remembered that the actual excess hitherto committed 
by the Bank has been limited to the amount which I have stated, and 
that the effect of the authority which was given was simply to enlarge 
the amount of the issues upon securities. Now, if the entire circu- 
lation of this country had been metallic, I could have understood auy 
objection which might have been entertained to an authority being given 
to a corporation like the Bank of England to issue £2,000,000 of bank- 
notes ; but, inasmuch as they were authorized by the Act of 1844 to issue 
£14,000,000 upon securities, and as that Act contained a provision for 
further increasing that amount, in accordance with which it has by an 
order in Council been increased to £14,500,000, the only effect of the 
authority given by the Government was in a guarded manner, under 
the dose observation of the Government and of Parliament, and to meet 
a momentary emergency, to increase the issues of that description. No 
new principle was introduced by that authority. It has been said that 
the Gh>vemment have authorized the Bank to commit an act equivalent 
to a debasement of the currency, that what we have done is almost 
equal to permitting a repudiation of contracts, and that the sanctity of 
property was invaded by this additional issue of bank-notes. I entirely 
dispute the correctness of that view. If any doubt had existed as to 
the instantaneous convertibility of the additional notes issued under our 
authority, there would have been some ground for the charge which has 
been made against the Government ; but, inasmuch as the additional 
issue by the Bank was not sufficient to affect the value of the notes, and 
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each note was conyertible into gold upon demand, it cannot be saidwil^ 
justice that the Qovemment have depredated the cnrrencVy authorized 
the repudiation of contracts, or stmck at the secoriiy ana sanctity of 
properly. I wish I had it in my power to say that this commercial 
crisis was definitively terminated, and that we conld look forward with 
entire confidence to the Bank not having occasion to avail itself of the 
authority which we have given to it. I think it highly probable that the 
Directors may not have occasion again to exceed the statutory limit ; 
but, at the same time, I cannot assure the House that no such con- 
tingency can be expected to occur. Perhaps, in some respects, it would 
have been more convenient to Parliament if it could have looked back 
upon a completed conmiercial crisis before it was called upon to indem- 
nify the Bank Directors. The Government thought, however, that it 
was their duty, having authorized an infraction of the law, at once to 
lay the matter before Parliament, and hence the celerity with which 
the Legislature has been assembled. The pressure still continuing, and 
the wounds caused by the crisis being yet unhealed, it will be necessaiy 
for me to propose in the Bill a prospective power to the Bank to exceed 
the limits of the charter for a period of twenty-eight days after the 
meeting of Parliament which will occur immediately subsequent to the 
recess. I have taken that as a convenient period with a view to the 
revision of Parliament, if revision should be necessary, and I trust that 
if the House should be willing to pass the Indemnity Bill, it will not 
refdse to allow me to insert a clause to the effect I have stated. I shall 
also ask the House in the course of the evening to agree to the reappoint- 
ment of the Committee on the Bank Acts which sat last session. That 
Committee examined many important witnesses, but its inquiries were 
not completed, and at the end of the session it presented the following 
report to the House : — 

" Your Committee have agreed to report to the House the evidence which 
they have received; and, as their investigation of the subject referred to 
them is still incomplete, they beg leave to recommend that a select committee 
be appointed to resume the inquiry in the ensuing session of Parliament." 

We should, as a matter of course, have acted upon that recommenda- 
tion and have moved the reappointment of the committee, but it had 
been said that what has occurred during the last few months has weak- 
ened the reasons for that course. It seems to me, on the contrary, that 
the commercial crisis and the act of the Government have strengthened 
rather than weakened the reasons for the reappointment of the com- 
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mittee. It must be obvious that if the House is desirous of reconsider- 
ing any of the details of the Act of 1844, it cannot do so with greater 
advantage than after a fiill inquiry before a select committee, and after 
the examination of competent witnesses upon all the different branches 
of the subject. The general portion of the subject was fcdly investi- 
gated last session, but so much of it as relates to the country banks of 
England and the banks of Scotland and Ireland, was not entered upon, 
and I think it must be obvious, after the events of the last few months, 
that there is a great deal in connexion both with the country banks of 
England, and the banks of Scotland and Ireland which weU deserves 
carefiil investigation. Moreover, I confess I doubt whether it would be 
prudent, when men are smarting under the painful embarrassments of 
a commercial crisis, when that crisis is still incomplete, when its con- 
sequences have not yet been fdlly developed, to select that particular 
moment for revising your currency laws. Whether the proposal was 
made by the Government or by independent members, I cannot think 
that we should deliberate upon a most difficult subject, a subject which 
has perplexed the minds of some of the ablest men whom this country 
has produced, under circumstances likely to lead to a safe and bene- 
ficial conclusion. Therefore, as I should have moved the reappointment 
of the committee of last year under ordinary circumstances, it seems to 
me that the extraordinary dreumstances under which we are now 
assembled render such a step still more expedient. By what I have 
said, the House, I think, must be led to the inference that the commer- 
cial crisis haa not arisen from any abuses of the currency — ^from any 
excessive issues of bank paper in this country. Whatever its causes 
may be, they stand, it seems, wholly aloof from the proper and direct 
policy of the Act of 1844. Let us first take the Bank of England, the 
most important part of this subject. Can it be said with truth that the 
Directors of the Bank of England have shown any want of foresight, any 
want of prudence, any want of sagacity, or any want of firmness during 
the past year ? I confess it appears to me, having had necessary occa- 
sion to watch their proceedings with vigUance, that they have not fedled 
in any of the duties incumbent upon them. Let us compare, as a test 
of excessive issues on their part, their notes in the hands of the public 
with their private securities during the years 1856-7. The following 
is a statement of their notes with the public, including Bank post-bills, 
at various periods of 1856 : — 
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October 4 . . . ^621,886,000 
„ 11 . . . ^€21,601,000 
„ 18 . . . ^22,141,000 



October 26 . . / je21,412,000 

November 1 . . . je?21,483,000 

„ 8 . . . i^l,149,000 



For the present year, when as we are told commercial discredit has 
been caused by excessive issues of Bank paper, the returns are as fol- 
low : — 



October 3 . . 


. .3^20,826,000 


October 31 . . 


. jg21,184,000 


„ 10 . 


. . if20,863,000 


November 4 . . 


. . ^1,080,000 


„ 17 . . 


. . ^21,052,000 


„ 11 .. 


. ^21,036,000 


„ 24 . . 


. jg20,586,000 







So that, in point of fact, the amount of notes in the hands of the public 
has been actually less this year than in 1856. Let us now compare 
with the issues of notes and Bank post-bills the private securities of 
the Bank at corresponding periods of 1856-7. The following is a re- 
turn of the private securities at the latter end of each of these years: — 



1866. 
October 4 . . . ^^21,682,000 
November 8 . . . ^18,626,000 



1867. 
October 3 . . . jg21,835,000 
November 11 . . . ^26,113,000 



Therefore that shows that there was not any excessive issue of paper on 
the part of the Bank of England, and that the amount of Bank of Eng- 
land notes has not been excessively or unduly increased. With respect 
to the country banks, can it be said that any portion of this discredit 
is traceable to their over-issues ? In the first place, take the Borough 
Bank of Liverpool. That is not even a bank of issue. Then the large 
joint-stock bank which has lately unfortunately fallen — ^the Northum- 
berland and I)urham District Bank : that, though a bank of very exten- 
sive operations, and though it has failed for a large sum of money, was 
likewise not a bank of issue, and, therefore, whatever its imprudences 
or misfortunes, they were in no way connected with an abuse of the 
power of issuing paper. With respect to the Scotch banks which have 
failed, both of those undoubtedly were banks of issue, but their notes 
bore a very small proportion to their entire liabilities, and about half 
were covered by gold ; and no person aware of the £9.cts, or who will 
make himself acquainted with them, can fail to come to this conclusion, 
that the failure of these banks is whoUy independent of all questions 
relating to paper currency. Therefore, as far as the direct operation 
of the Act of 1844 is concerned, as far as its object was to prevent the 
excessive issue of paper either by the Bank of England or by the 
country banks of England, or by the banks of Scotland and Ireland, it 
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must be admitted that the policy of that Act, and of the Act of 1845, 
was successful. Those who impugn the policy of those Acts must say 
that at all events they were inoperative, or that in spite of them the 
currency was in a wise and sound state ; and those who are friendly to 
the policy of those Acts will attribute the sound state of the currency 
to their direct operation. But, whatever these parties may think, the 
main fact cannot be disputed, that our paper currency was and has 
remained up to the present moment in a perfectly sound state. It is 
quite conceivable, as my right hon. friend remarked in 1847, that a 
commercial panic might arise if the circulation were purely metallic. 
There might be undue credit and unsound speculation, and these causes 
might produce the same effects as are observable at the present mo- 
ment in the town of Hamburg, where there is no paper circulation, 
where the only circulation is metallic, and where there exist aU the 
acute symptoms of a commercial crisis. Now, with respect to the 
operation of the Act of 1844, 1 am desirous of drawing the attention 
of the Committee to the distinction between the ordinary operations of 
the Act in those circumstances which were contemplated by its authors, 
and its operations at a moment of panic or crisis. If we take its 
operations under ordinary circumstances, the limit imposed on the 
Bank of England, and on the country banks, and on Irish and Scotch 
banks, operates in the way of prevention. It does not check the 
ordinary habitual operations of commerce, but is like a punishment in 
the penal law which, by its preventive consequences, determines men's 
conduct. But when we come to a state of panic, all these circum- 
stances are reversed. Men's minds are then in an extraordinary state. 
Mutual distrust prevails through the commimity, and a law which 
may be perfectly suited to the ordinary conditions of trade, in which 
it may operate beneficially when men are left under the influence of 
ordinary motives, may at a time of panic be found to produce effects 
the reverse of beneficial. The question then arises^ whether some ex- 
traordinary power should not be required to suspend the operation of 
such a law. The present law does two things. It imposes a limit on 
the issue of the Bank of England, and exhibits the accounts of the 
Bank of England in a peculiar form, and likewise requires that those 
accounts should be published once a week. Now, wherever you im- 
pose a limit, there is no question that the existence of that limit, pro- 
vided it makes itself felt at a moment of crisis, must increase the 
alarm. People feel at the moment that a peril presses on them, they 
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begin to calculate how much remains of that fund to which they 
look for assistance in times of commercial difftcultyy and in whatever 
way you fix the limits whether by Act of Parliament^ or, as Mr. Tooke 
proposed, by a sort of usage, or, as in France, by the discretion of the 
Gbvemment acting on the Bank of France, i^ere is no doubt that in 
moments of crisis the limit must aggravate the alarm. I can bear 
witness, from my own observation, that such was its operation in 
1847. There is no doubt, in my opinion, that when a crisis once 
sets in, when you have an extraordinary state of distrust quite dif- 
ferent from the state in which men ordinarily live (because it is 
by mutual trust and confidence that commerce is carried on), when 
you get into a state of apprehension, and every man suspects his 
neighbour, then undoubtedly any Hmit which is imposed on the 
paper circulation must aggravate the alarm. In that way I distin* 
guish between the ordinary and the extraordinary operation of this 
Act. WeU, then, the manner in which the assets of the Bank are 
distributed, by which the whole bullion is set against the paper issue 
of the Bank, and by which only a small portion of reserve notes is 
placed in the banking department in a very conspicuous manner against 
the deposits, concentrates the attention of the commercial public upon 
the amount of gold in reserve. They watch its diminution from day to 
day, and when it has reached a certain point each person desires to get 
a share of it as long as it lasts. The banking account tends, then, by 
that accident, to aggravate in a commercial crisis the public alarm. 
These circumstances appear to me to show that in its extraordinary 
operations this Act may tend to aggravate panic, though in ordinary 
times it tends to promote a sound state of circulation, and, so &r as the 
state of the currency is concerned, to avert panics ; but when a panic 
arises from other causes, at that particular crisis, though the panic may 
only last a few days, it aggravates the alarm. It appears to me that at 
moments of that sort we can only resort to the discretion of the Govern- 
ment for the time being ; but I shall be happy to hear if any gentleman 
has any other remedy to offer for those rare, I am happy to say, but, 
nevertheless, recurring occasions. It seems to me you can only resort 
to the discretion of the Government in some form or otner. Now, there 
is a question on which the Government have carefrilly deliberated, and 
on which, after deliberation, they have not thought it their duty to 
make any proposition to the House. The question is one which will be 
considered by the Committee to be appointed, I hope, by this House. 
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The question is, whether it is preferable to leave the power of dealing 
with these emergencies vested in the execntive Government for the 
time being, to be exercised by them on their responsibility to Parlia- 
menty and subject to the duty of assembling Parliament at an early 
period after the exercise of the power, of submitting to it the whole 
&cts of the case, and asking for an indemnity. The question, I repeat, 
is, whether we should, in conformity with the opinion of the Commons' 
Committee of 1847, leave the matter in that state which undoubtedly 
involves an infraction of the law, though the wound which may be done 
to the constitution is healed by constitutional and Parliamentary means ; 
or whether we should adopt the conclusion of the Committee of the 
House of Lords in the same year, who thought it irregular to grant 
such a power to the executive Government, and that Parliament ought 
to engraft into the Act itself a power of suspension. The Bill, the 
introduction of which I hope the House will sanction, and introduced at 
a time when the events which have called for its introduction are still 
recent, while the crisis in its consequences is not fully developed, will 
not contain any distinct provision upon that subject. It appears to me, 
indeed, that the question is one of importance in a constitutional point 
of view rather than as involving any great difference in its practical 
results. If, after the proceedings which took place in 1847, and if 
Parliament should come to a similar conclusion now, the Gk)vemmenty 
acting under the influence of two such precedents, might find their 
course fsusilitated and guided ; while, upon the other hand, if a clause 
were inserted in the present Bill, authorizing the Gt)vemment in cases 
of emergency and in times of panic to relax the limit, but containing 
a clause similar to that which is contained in the Act which enables 
Government to embody the MiHtia, but which provides that they shall 
call Parliament together within fourteen days, I think the practical 
result of such a state of things would be the same as those of the present 
system, because I think that a Gk)vemment would be apt to look upon 
the distinction as a mere formal one, and would feel the same reluctance 
to act upon the power afforded them, except in cases of extreme emer*^ 
gency. While, therefore, I think that the subject is more important as 
a constitutional question than from any difference in the practical 
result of the two systems, there are other reasons why I think that a 
clause conferring such a power upon the Government ought not to be 
introduced into the present Bill. Two Select Committees have sat to 
inquire into the subject, one a Committee of this House, and the other 
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a Committee of the House ^of Lords, and, after folly hearing and 
consideriBg evidence on the subject, those Committees arrived at dia- 
metrically opposite conclusions. It is a subject therefore with r^;ard 
to which we may anticipate a great difference of opinion, and the 
Gbvemment would be glad to hear the views entertained by leading 
members of this and of the other House of Parliament before they can 
consider it their duty to submit any measure with regard to it. Now, 
Sir, there are questions relating to the operation of the law in Irdand 
and Scotland which are worthy of notice, and I think that it may be- 
come the House to consider whether some amendments in the existing law 
may not be made with great propriety ; to consider, for example, whether 
there could be any objection to providing that the Bank of England note 
should be a legal tender over the whole of the United Kingdom. Also, 
it might become us to consider whether, in order to prevent the in- 
convenience arising from drains of gold from this country under the 
present system, it might not be advisable to allow the Irish and Scotch 
banks to issue notes against Bank of England notes. There is another 
subject to which I adverted last year, in moving the appointment of the 
Committee to inquire into the operations of the Act of 1844, which has 
been the subject of much popular discussion at the present period, — ^I 
mean the policy of permanently increasing for the fiiture the limit of 
the issue of the Bank of England. It is said by some persons that if 
the Bank of England had been authorized by law in the beginning of 
November to issue ^16,600,000, instead of ^14,500,000,— and to give 
them such a power does not involve any difference of principle from the 
Act of 1844, for it was quite within the views of the promoters of that 
Act, — ^the crisis might have been got over without any extraordinary step 
being taken by the Government. I think, then, as far as I understand 
the case, that is a &ir representation of the views of many gentlemen. 
Now, Sir, I wish, in answer to that view, to call the attention of gen- 
tlemen who entertain it, to this fact. If the bullion reserve of the 
Bank of England had been what it was at the commencement of the 
crisis, and if the Bank of England had been empowered by law to issue 
£16,500,000, instead of £14,500,000, undoubtedly no extraordinary 
interference might have been necessary. But at the same time I can 
quite understand that, inasmuch as I believe that in a monetary panic 
the existence of a limit tends to increase alarm, such interference might 
have been necessary. Now, if the Bank of England had not kept the 
same bullion in reserve which the law now requires, if it had merely 
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ifisued ^2,000,000 more upon securities, and diminished the reserve by 
£2,000,000, whieh, under such a state of the law, it would be enabled 
to do, the Bank of England would have had no greater facility than it 
has now had, but the reserve of bullion would be less by £2,000,000. 
I think that this consideration must tend to convince gentlemen who 
hold that view, that the resort of increasing the credit of the issue of the 
Bank from £14,500,000 to £16,500,000 might not be quite so effectual 
a remedy in times of panic as they imagined. I regret that I have been 
compelled to trouble the House at such great length upon this subject ; 
but inasmuch as these questions were the real occasion which induced 
the Government to recommend Her Majesty to call Parliament together 
at this early period, and inasmuch as they have occupied a great amount 
of pubHc attention, inasmuch as they have grown out of an important 
crisis which must lead to important results, inasmuch as the step which 
has been taken by the Government was an extraordinary and extra- 
legal step — ^for we stand before Parliament, I will not say in the posi- 
tion of culprits, but in the position of having advised the corporation of 
the Bank of England to make a departure from the existing law, — 
inasmuch also as we are now called upon to ask Parliament to indem- 
nify the Bank of England and ourselves, I trust that I may be forgiven 
if I have felt it my duty to make a statement of such* length to the 
House. 

The motion was then read from the chair, ** That the Chairman of the 
Committee be directed to move for leave to bring in a Bill to indemnify 
the Governor and Company of the Bank of England in respect of certain 
issues of their notes, and to confirm such issues." 



C. 

Speech of Lord Overstone on the Crisis and the Suspension of the 

Bank Act, 3rd December 1857. 

Lord Overstone agreed that the Bank Act deserved the most careful 
consideration. He also agreed in the principle that everything con- 
nected with the issue of money should be effectually and distinctly 
separated from everything connected with the dealing in money. The 
Act of 1844 stopped short of declaring that the money of the country 



140 APPENDIX. 

should belong to and be regulated by the State ; but in practice, under 
that Act, the management of the money of the country in its issue was 
entirely separated from the business of banking and the dealing in 
money. Prejudices in the public mind, and errors in minds of great 
intelligence, were not yet eradicated, and no debate ever took place in 
which those errors did not appear. He was at one time unwilling to 
sanction a more complete separation between the creation of money 
and the dealing in money, because of the inconvenience which might 
arise from the transference to the Government of the management ; 
but the littie he had seen convinced him that it would be better to 
carry the principle out to its fiillest extent, and he was therefore for 
separating in account and in appearance, as was actually separated in 
practice, the creation from the dealing in money, fie did not agree 
that it was the prerogative of the Crown to create the money of the 
country, fie believed it rested on sounder principles — ^the principles 
upon which the Act of 1844 was built. The two principles upon which 
that Act was founded were, first, that gold was the money of England'; 
and, secondly, that the quantity of gold which the country should 
have for its money should not be under the control of any Government, 
nor of any body, nor of any private individual, but should be subject to 
the free competitive action of the whole commimity. Any man might 
bring any quantity of gold into the country for the purpose of having 
it made into money, and any man might take out of the country any 
quantity of money so made. Thus free trade was established in 
money, and they relied for a proper supply of money upon the same 
principle as- that on which they relied for a proper supply of provisions. 
If the provisions of the people fell short, and prices rose enormously, 
what would be thought of a Government who said, '^ You have been 
suffering great inconvenience from a shortness of provisions and pa3ring 
higher prices than usual, and seeing your difficulties, and being con- 
vinced that we ought not to allow those difficulties to proceed too far, 
we have undertaken to store provision ourselves, and to supply all and 
every one to as great an extent as they choose, upon the condition of 
their paying the present price ?" That was precisely what had been 
done by the issuing this letter. Circumstances arose in which persons 
went to the Government and said, ''This principle of free trade in 
money will not apply. Tou (the Gk)vemment) must give us an artificial 
supply at the present price." The Irish feunine was an analogous case. 
When that great emergency came, the Government did interfere in 
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that anomalous and unlawful manner; but many had grave doubts 
whether their interference was beneficial^ and whether it would be 
repeated a second time. They ought in the matter of the currency to 
carry out general principles ; and how could Gbvemment interference, 
he asked, be reconciled with those general principles ? It was quite 
impossible not to acknowledge that the suspension of the Act on two 
occasions was a subject of grave consideration. He understood the 
noble earl opposite (Earl Derby) to say that he did not complain of 
the Act of 1844 as having anything to do with the creation of diffi- 
culties, but that in periods of famine and pressure it was not sufficient 
to meet those difficulties. 

The Earl of Derby. — ^That then it aggravated the difficulties. 

Lord Overstone. — ^But it should be remembered that the power of 
issuing the letter was derived £rom the Act of 1844, and that the 
Government would not, without that Act, have had such a power ; and 
also, without that Act, the pubHc would not have permitted the Bank 
of England to raise its interest to anything like 10 per cent. If the 
interest had not been raised to 10 per cent., the exchanges would not 
have been corrected, the store of bullion would have diminished, and 
the Government could not have issued the letter. It was impossible 
to deny that the suspension of the Act, twice repeated, did create 
serious difficulty, and he thought the Gt)vemment were entitled to say 
that the Committee which was in existence ought to direct its attention 
to the question whether, while keeping the provisions of the Act of 
1844, which were essential to maintaining the solidity of the monetary 
system, and placing the exchanges under proper control, they could not 
add, without relaxing those principles unsafely, an elastic power appli- 
cable to peculiar and exceptional circumstances. It was a very grave 
inquiry, and should only be entered upon with the greatest calmness 
and judgment, unaffected by the passions of debate. If they meant to 
treat this question in a really wise and statesman-like manner, they 
would not apply their attention to concocting palliatives, but seek a 
remedy by tracing these evils to their source. He would advise them 
to learn wisdom from the history of the present disturbance. It 
commenced in the United States, and no man doubted that the mone- 
tary crisis there had been fomented by a vicious system with regard to 
banking, currency, and trading. The condition of things in the United 
States was closely analogous to the condition of thingps in England 
previous to the passing of the Act of 1844. The object of Sir E. Feel 
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was to extricate this country from a system analogous in all its prin- 
ciples to the system of the United States, which twice in twenty years 
had produced the universal suspension of specie payments. Therefore, 
whatever they did, they should do nothing which tended to place the 
monetary system of England on the same condition as the monetaiy 
system of the United States. The next point was this — ^what was the 
circumstance which weakened the power of the monetary system under 
the Act of 1844 to meet this pressure? It was the abstraction of 
3,000,000 sovereigns to meet the panic in Scotland and Ireland, with 
regard to the issue of local notes. Supposing this country, when menaced 
by foreign invasion on its southern shores, was required to detach a 
large force to meet an insurrection in Scotland or Ireland, would not 
its power of defence be weakened? That was precisely the case of the 
late disturbance in the monetary system. At the critical moment, 
when all its stores were required to maintain it against foreign pres- 
sure, there came a demand for ^,000,000 for no really useful purpose, 
but solely in consequence of these local issues of notes in Scotland and 
Ireland. The panic in the United States arose, exteiided to this 
countiy, and where did the malaria first strike us ? At our ports — at 
Liverpool and Glasgow, where joint-stock banks soon proved the un- 
soundness of their position. The cause of the difficulties was to be 
found there, and unless some remedy could be devised for it, any 
attempt to deal with our monetary laws would be utterly deceptive. 
There had grown up in this country, and had been rapidly developed 
within the last ten or fifteen years, a false system of credit and of 
holding deposits at call carrying interest, — a system which had grown 
to an enormous extent, and which was still growing, and if 
that evil was not corrected it would certainly overturn our mone- 
tary system altogether. That was not an isolated opinion of his 
own, for there was scarcely a man of enlarged views and expe- 
rience in the city of London who did not entertain tiie same views. 
It was indispensable that the attention of Parliament should be 
directed to that subject. Let them look at the difficulty in which the 
coimtry was placed, notwithstanding the relief supposed to be afforded 
by an exceptional dealing with the Act of Parliament, fie did not 
mean to say that the Government ought not to have taken the step 
which they had, but he did say that if the Act had been maintained 
only 24 hours longer, the whole of the vicious system to which he had 
referred would have been got rid of by the crumbling to atoms of the 
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institutioiis which fostered it. Irretrievable ruin would have followed, 
and the commercial atmosphere would have been cleared. But to pre- 
vent that, it was deemed necessary to interfere, and to suspend the ope- 
ration of the Bank Act. By so doing they had anticipated the natural 
action and legitimate remedy for this imwholesome system, and there- 
fore had rendered it incumbent upon Parliament to find some other 
remedy for the future. What that remedy should be he could not teU, 
and he greatly feared that whatever it might be it would only have the 
effect of creating a new disorder^ and his serious apprehension was that 
the very next monetary disturbance would inevitably lead to a suspen- 
sion of our specie issue altogether. In 1847 the mere permission to 
issue additional notes was sufficient, without that permission being made 
use of. The present was a crisis of greater magnitude ; the evils were 
also greater, and the Bank had not only been compelled to avail itself 
of the permission accorded to it by the Government, but had actually 
exceeded its legitimate issue by some £6,000,000 or £7,000,000. He 
knew exactly what he said, and he maintained its accuracy. The Bank 
had issued £2,000,000 beyond the fixed amount, without leaving any 
supply in the Bank tiU. Now, the Bank of England was in that pecu- 
liar condition that it ought to have a large banking reserve, because it 
had a laige amount of balances of an ephemeral and uncertain character. 
To place the Bank of England in a proper banking position in reference 
to the deposits it held would require an amount which justified him in 
saying that it had exceeded its proper limits of issue by £6,000,000 
or £7,000,000. The next occasion of pressure upon the Bank would 
probably occur before the exchanges were rectified, and then the crisis 
would be greater than that which we had shrunk from meeting upon 
the present occasion. There were serious and formidable difficulties 
hanging over this country, and in warning the House of them he de- 
sired to call their earnest attention to them. It was a subject of vast 
and national importance, and should be considered in a candid spirit, 
without regard to prejudices of any kind, but with a determination to 
contribute to the adoption of a plan which would best maintain the 
character and interests of the country. 
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D. 

Speech of Earl Grey on the passing of the Bank Indemnity Bill in 
the House of Lords, 11th December, 1857. 

Earl Grey wished to see farther legislation^ and prompt legislation. He 
considered the passing of the present Bill relating to a second suspen- 
sion of the Act of 1844 virtually destroyed the moral force of that Act. 
This had become much more manifest since the discussion on the Ad- 
dress. 8inoe that occasion the present Bill had passed through both 
Houses without opposition, and had been recommended by the Govern- 
ment and supported by gentlemen of great weight on grounds which 
made it absolutely impossible for any Government afberwards, in similar 
circumstances, to avoid acting as the present Government had acted, for 
it had been laid down that the Government would have been deserving 
of the deepest condemnation if they had hesitated to take the course 
they adopted. The present Bill gave not only an indemnity for the past, 
but contained a provision for the future, for by it Parliament deliberately 
sanctioned a departure from the existing law for a certain period after 
the passing of the Bill. He therefore said that after that provision was 
agreed to, the Act of 1844 was virtually repealed, and, if repealed, it was 
not fitting that it should remain on the statute-book. For his own part 
he objected to repealing the Act of 1844 at all. He warned their lord- 
ships against sanctioning the principle that in periods of commercial 
distress the country might legitimately look for relief to an issue of 
paper money, regulated by no certain principle, and limited only by the 
discretion of the issuers and the wants of the borrowers. He main- 
tained that this was in point of &ct abrogating the standard of value. 
Their lordships were told that there could be no depreciation of the cur- 
rency, and no alteration of the standard of value, so long as the principle 
of convertibility was adhered to. He could not agree to this doctrine. 
In the first place, he would assert that even with convertibility there 
might be depreciation of the currency. No doubt convertibility limited 
that depreciation in point of degree and time, and if the convertibility 
were maintained, the ultimate restoration of the currency would be en- 
sured. For a short time, however, and to a moderate degree, a depre- 
ciation of the currency might take place, and, iudeed, had taken place. 
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oontemporaa^usiy with the maintenanee of eonvertibility. He agreed 
with his noble Mend near him, that the suspension of the Act had 
catlsed a virtual alteration in the value of money. Admitting, however, 
that any depreciation that could take place, so long as the principle of 
convertibility was maintained, must be moderate in degree and limited 
in point of time, he wished to ask their lordships what assurance they 
could have that they would be able to maintain that convertibility?' 
His noble Mend near him had stated that it would have been impos* 
(Sible for the Government to take the course of suspending the Act of 
1844 if the exchanges had not been in a favourable condition. If there 
had been an adverse state of the exchanges, and if more paper had been 
issued, there would have been a drain upon the Bank which would have 
exhausted its last sovereign. But when the commercial world were told 
that in all their difficulties they were to look for relief, not to the ordi- 
nary issue of paper provided by law, but to an extraor^ary creation of 
Bank paper, did their lordships think that commercial men would be 
long content to forego that relief, if a period of great pressure arrived 
when the exchanges were not in a feivourable position ? But then their 
lordships were told that convertibility was only an abstract principle, 
that an abstract principle must not be allowed to stand in the way of 
the necessities of the nation, that we must not let other nations enter 
into our consideration, and that we must protect ourselves. The very 
same arguments which were used on this occasion to induce the Go- 
termnent to suspend the operation of the Act of 1844 might be brought 
forward in &vour of a suspension of cash payments. If Parliament 
allowed it to be conddeired a settled principle of our policy that relief 
should be given by an issue of paper, they could not hope that many 
years would pass over their heads without a suspension of cash pay- 
ments. Let their lordships see by what few and easy steps they might 
arrive at that suspension. Suppose the pressure very great and 
the ^changes not unfavourable. There would then be a cry that the 
eountry wanted money, and there would be an issue of Bank paper. 
But suppose that after that issue of paper had taken place ciroum-' 
Stances should arise which should cause an alteration in the exchanges, 
and that a drain of gold should commence. Depend upon it, they were 
taking the first step in the downward path of a suspension of cash pay- 
ments when they allowed paper to be issued arbitrarily and at the dis- 
cretion of any party. Let them rely upon it, they were embarking in 
a course every step in which was easier than that which went before, 

L 
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aad a very few steps in which would lead them to a suspension of cash 
payments. It was now universally admitted, that when a suspension 
of cash payments took place in 1797, it was impossible to avoid it. By 
previous imprudence the coimtry had been brought to a situation in 
which no other course remained — ^when either the Bank of England 
must stop, or must pay away its last sovereign. Had their lordships 
forgotten the fatal effects of that suspension ? They all knew that for 
a time it did not produce any serious results, but they also knew that 
the country, haviog once embarked in the fatal course of issuing paper 
money which was not convertible into gold, was tempted to abuse that 
power. Men were found to contend then, as they contended now, that 
when they had good bills they had a right to have them discounted. 
Little by Httle our currency diminished in value, until a guinea came to 
be worth 27«. or 28s., and even more. For a series of years a grievous 
injustice was committed upon all creditors and persons having fixed 
incomes, and when the nation awoke to a sense of its impropriety and 
began to retrace its steps, what happened ? It was found that those 
who had suffered from the original injustice, veiy seldom or ever bene- 
fited by the tardy justice afterwards conceded ; while, on the other 
hand, during the years of depreciated currency, an immense multitude 
of transactions had taken place in which the country, as well as private 
individuals, had incurred veiy heavy obligations. The landed interest 
more especially, having made great efforts to meet the demand for com, 
had borrowed money for agricultural improvements, and they found 
that they had to pay 20«. for every 15*. or 16«. they had borrowed. 
The national debt was increased in the same degree. Thus a fresh and 
most grievous injustice was committed when cash payments were re- 
sumed, and the nation was suffering to this day, and would suffer to the 
latest hour of its existence, from the effects of these lamentable blunders. 
Ought not this experience to be a warning, and ought it not to teach 
us that if the currency were depreciated, results which no one intended 
or contemplated would follow one after another, until the country would 
be unable to right itself? If ever their lordships were doomed to see 
a suspension of cash payments, it was by such a road as he had pointed 
out that it would be arrived at. He asked whether they ought to leave 
that road open for fiiture Ministers and fiiture Bank Directors by pass- 
ing this Bill and neglecting to adopt some efficient means for reforming 
our system of currency. How was that reform to be effected ? He had 
no hesitation in expressing his belief that it was to be accomplished by 
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carrying out to its legitimate conclusion the sound principle of the Act 
of 1844. As he understood that Act, its piindple was this — ^that a 
paper currency ought to be assimilated, as far as possible, to a metallic 
currency. It was assumed, and justly assumed, that while a paper 
circulation had great advantages in the way of convenience and economy, 
in point of uniformity of value a metallic currency was superior to any 
other ; and also that the value of a currency, whether paper or metallic, 
depended in the first instance on its amount in proportion to the trans- 
actions which were ci^trried on. That being the case, it was assumed 
that in order to make a paper currency resemble a metallic currency, its 
amount should be made to vary according to the varying wants of the 
country, precisely by the same laws which determined the amount of a 
metallic currency. It was also believed that the imiformity and value 
of a metallic currency arose from the circumstance that it was impos- 
sible arbitrarily to limit its amount, and therefore, from that consider- 
ation, it was held that the only way in which we could secure a paper 
currency as nearly as possible of uniform value, was to place it under 
such regulations that its amount at any time should vary by the ope- 
ration of the same causes which affected gold. It was provided that 
whenever the paper currency reached a certain fixed sum, far below the 
wants of the country, it should only be issued beyond that amount in 
exchange for gold, while, on the other hand, the paper should at all 
times be convertible into gold. But, while that provision was perfectly 
sound in principle, the Act of 1844 unfortunately was defective in the 
machinery by which it sought to accomplish the object in view. It 
still left the issue of paper money in the hands of the Bank of England 
and of other banks in different parts of the kingdom. The result was that 
great mischief was occasioned, chiefly by keeping up a false impression 
in the public mind, that, as the Bank of England in particular had a 
monopoly almost in the right of issuing paper, in return for that ad- 
vantage they afforded a certain amount of assistance to men engaged in 
commercial pursuits. It led such people to believe that, as the dealers 
in money were also allowed to be the issuers of money, their transac- 
tions might be carried on in such a manner as that they might always 
look for assistance from that quarter on an emergency ; and to that, he 
believed, was to be attributed much of the present commercial distress. 
He would not attempt to foUow up that topic in the manner he could 
have wished, and would content himself by saying that, as the principle 
of the Act of 1844 was to assimilate a paper currency to a metallic cur- 
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rency^it seemed to him that the first thing that ought to have been done 
was to assimilate the two in the authoiily by which they were issued. 
The Legislatoie allowed no money to be issued by trading persons ; there 
was a Boyal Mint only^ which was open to all persons who chose to 
carry gold there to be coined. But to coin paper moiB.ey was infinitely 
more dangerous than to coin gold ; and, therefore^ to cany out the prin- 
ciple of assimilation, what he would recommend was that they should 
put an end to all issue by the Bank of England, and by the joint-stock 
banks in Scotland and Ireland, and have one uniform currency issued 
by public authority in the manner suggested by the petition which had 
been presented that evening in their lordships' House from the Bristol 
Chamber of Commerce. Let them establish that principle, and they 
would do much to prevent the recurrence of a great many of the 
commercial evila from which the country now periodically suffered. 
Having provided that paper should only be issued by public authority 
and in exchange for gold, they were at once at liberty to relieve the 
Bank from all restrictions, and the Government of the day from the 
necessity of relaxing those restrictions in times of severe pressure, 
which were so justly calculated to excite alarm in the public mind. He 
would only add, that, whoever the directors of the currency were, they 
should be appointed by the Crown, but should hold their offices, like 
the Judges, during good behaviour. If he were asked whether that 
system would prevent the recurrence of periods of commercial distress, 
and,if not, whether it would be safe to bind the Government so strictly, 
that even in the most aggravated cases of commercial distress they 
should not be at liberty to adopt the usual expedient lor its relief which 
had been found twice so efficacious, his reply would be, that it did not 
appear to him that the present commercial depression was due to the 
laws affecting the currency; on the contrary, he believed it had arisen 
from that restless spirit of speculation which animated the commercial 
world, and from the abuse of credit which had taken place in this and 
other countries, and whidi he could not help thinking our recent legis- 
lation had been calculated to foster. He believed that in the long 
run it would be found that the inteifere»CQ of Government and public 
authority to support commercial credit would be found to do mcxre harm 
than good. But, even granted that it might be of some value, and that 
it was light to recognize the principle that fbr extraordinary emergencies 
some extraordinary provisions must be made, stall, even in that case, it 
was clear that the only mode in which the assistance of the Government 
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could be usefully imparted was by applying the resources and credit of 
the State in aid of the credit of individuals. No Government could 
create additional property; all it could do was to transfer whatever 
there was firom one hand to another. If that kind of assistance was to 
be given, it should be given directly, and not indirectly, by authorizing 
the Bank to make extraordinary advances or to issue more paper. It 
would be better to authorize the Government under special circum- 
stances to issue stock or Exchequer-bills, as was done in the revo- 
lutionary war. He believed that during the present distress there had 
never been any difficulty in raising money upon stock at a time when 
bills could not be discounted, which showed that there was plenty of 
money in the country, but that bills had become discredited. He 
hoped that some such step would be taken in future, instead of tam- 
pering with the standard of value ; for the extraordinary issue of paper 
money not based upon bullion was, after all, only in a different form, 
the old resource of barbarous and ignorant rulers, the debasement of 
the currency. It was just as well to coin little sovereigns as to 
authorize an issue of paper not based upon bullion. There was another 
and important point to which he wished to advert, but which it was not 
possible upon the present occasion fully to enter upon. His conviction, 
which he had arrived at many years ago, was, that the prohibition of 
the issue of small notes in this country was a most injudicious measure. 
He could see no reason why, if paper could be usefully and safely employed 
for large sums, it should not be used also for small amounts ; and he had 
never heard any argument against the use of £1 notes which did not 
equally apply to £5 and £10 notes. The present was not the occasion 
to discuss that subject, or he should not despair of being able to con- 
vince the House that the issue of £1 notes would, instead of rendering 
the currency insecure, tend to make it more secure than it was at pre* 
sent ; and if it could be done with safety, it was manifest that it could 
be done with advantage. They would get rid of the anomaly which 
permitted £1 notes to circulate ia Scotland and Ireland, but prohibited 
them ijL England, — a law which was quite disregarded in the border 
counties, where Scotch £X notes were in constant circulation, and upon 
a late occasion he found himself the holder of some Western Bank 
notes. Another advantage which would arise from the issue of XI 
notes was, that it would fsualitate a change to which he had already 
adverted, and would enable us to have one national currency instead of 
several currencies managed by several trading corporations. If there 
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had been, one national currency the oonntry would not have been 
exposed to the great inconvenience which it had lately suffered, arising 
from the great and sudden demand for gold for Ireland and Scotland. 
By the issue of ^1 notes sensible relief would be afforded to the country 
at a time when relief was most needed. Although he believed the 
present distress had been brought about by great imprudence, there 
could be no doubt but it was a disaster which pressed heavily, not 
alone on those whose imprudence had caused it, but also upon all 
other classes of the community. They saw that large numbers of 
workmen were thrown out of employ — ^that the whole course of trade 
was affected, and yet they knew that the real wealth of the country 
was perfectly untouched. There could be no doubt but that an issue 
at the present moment of .£1 notes would be of very great advantage. 
That paper would displace thirty or forty millions of sovereigns, 
and there would be an addition to the national capital of a large 
proportion of those sovereigns. He thought that was a reason why 
this subject should be taken up by the Government, and that, without 
waiting for tother inquiry, they should at once introduce some measure 
for the consideration of Parliament, fie would not now enter further 
upon this important and difficult subject ; but he must impress upon 
the Government the necessity for considering it during the approaching 
recess, and of being prepared, when Parliament shall reassemble, to 
bring forward some measure upon their own responsibility, fie thought 
inquiry into the causes of the present distress might be useful, but he 
did not think it was necessary to make any further inquiry into the 
state of the currency. There were other causes of distress which might 
be useMly inquired into, but as to the currency, they might inquire 
for ten years, and at the end of that time they would not have arrived 
at the end of all the people had to say upon the subject, nor would they 
have added one particle to the information they already possessed. The 
whole fsicts were before them; they had all the means for forming 
their opinions, and therefore he insisted it was the duty of the Govern- 
ment not to throw upon the members of a Committee the responsibility 
of devising a measure of this kind, but to take the matter into their 
own hands, and present to Parliament a plan which they had maturely 
considered and carefully prepared. 
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By RICHARD SHIELD. 12mo, stiff-paper wrapper, 3«. 

Natural History of the Tineina. By H. T. STAINTON, 

assisted by Professor ZELLEE and J. W. DOUGLAS. Vol. I. 
containing Nepticula, Fart I. and Cemiostoma, Fart I., with Eight 
Coloured Plates. 8yo, cloth, 12s. M, 

Entomologist's Companion (to the Tineina). By H. T. 

STAINTON. Second Edition, 12mo, 3«. 

Qeodephi^a Britannica : a Monograph of the Carnivorous 
Gh^und-Beetles Indigenous to the British Isles. By J. F. 
DAWSON, LL.B. Svo, with Three Coloured Plates, 12s. 

Insecta Maderensia ; being an Account of the Insects of 

the Islands of the Madeiran Group. By T. VERNON WOL- 
LASTON, M.A., F.L.S. 4to, with Thirteen Coloured Plates of 
BeeUes, £2 2a, 
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BOTAKT. 

If ffniml of British Botany; containmg the Mowering 

Flanta and Ferns, arranged aooording to their Natural Orders. 
By C. C. BABINGTON, MJL, F.R.S., P-L-S., Ac. 12mo, the 
Fourth Edition, with many additions and correctionB, lOs. 6d., 
cloth; or copies on thin paper, for the pocketri2s., roan. * 

Elementaiy Course of Botany : Structural, Physiological, 

and Systematic. With a brief Outline of t he G eographical and 
Gwlogical Distribution of Plants, B^ ABTHTJE HENFBEY, 
F.B.S., L.S., &c., Professor of Botany in King's College, London, 
Examiner in Natural Science to tLe Boyal Militaiy Academy 
and to the Society of Arts. Illustnted by upwards of 500 Wooa- 
oute. Post 8to, 12s. ^. 

Also by Professor Henfrey, 

Vegetation of Enrope, its Conditions and Canseii. 

Foolscap 8to, 5s. 

Bndiments of Botany. A Familiar Introduction to the 

Study of Plants. With lUustratiTe Woodcuts. Second Edi- 
tion, foolscap 8yo, Ss. 6(^. In a few days. 

A Set of Six Coloured Dii^ams illustrative of the Ru- 
diments of Botany ; for Schools and Leotui«s. 158. 

Principles of the Anatomy and Physiology of the Ve- 
getable Cell. By HUGO VONMOHL. a?ranslat€a, with 
the author's permission, by AETHUH HENFREY, F.E.S., &c. 
SyO) with an JQlustratiye Plate and numerous Woodcuts, 7s. 6if. 

History of British Forest-Trees. By PEIDEAUX JOHNT 

SELBY, F.B.S.E., F.L.S., &c. Each species is illustrated by a 
portrait of some well-known or fine specimen, as a head-piece 
the leaf, Borification, seed-yessels, or ouer embellishments tend- 
ing to make the yolume ornamental or useful, are embodied in 
the text or inserted as tail-pieces. Svo, with nearly 200 Illustra- 
tions, £\ 85. 

lHannal Flora of Madeira and the adjacent Islands of 

Porto Satito and the Dezertas. By B. T. LOWE, M.A l2mo. 
Part I. ThalamiflorsB, 3s. 6^. 

BrimitisB et Novitise Fauna et FlorsB ttadersB et Portus 

Sancti. Two Memoirs on the Ferns, Flowering Plants, and 
Land Shells of Madeira and Porto Santo. By B. T. LOWE, 
M.A. 12mo, 6s. 6<^., boasrds (150 copies printed). 

Growth of Plants in closely Glazed Cases. By N. £. 

WARD, F.B.S., F.L.S. Second Edition, Illustrated. Post 8to, Os. 
JOHN YAK YOOBST, 1 PATEBNOSISa^ BOW. 
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!rhe Sea- Weed Collector's Gxiide; containmg plain Id- 

structions for Collecting and Freserring ; and a list of all the 
Imown Species and Localities in Gkeat Britain. By J. COCKS, 
M.D. Foolscap 8yo, 2s. 6d 

Haniial of the Britisli Marine ALgx, containing Generic 

and Specific Descriptions of all the known British Species of Sea- 
Weeds, wiih Plates to illustrate all the Ghenera. By W. H. 
HABVEY, M.D., M.R.I.A., Keeper of the Herbarium of the 
University of Dublin, and Professor of Botany to the Boyal 
Dublin Society. 8vo, £1 Is. ; Coloured Copies, £1 lla. 6(?. 

Nereis Boreali-Americana ; or, Contributions towards a 

History of the Marine Algae of the Atlantic and Pacific Coasts of 
North America. By W. H. HABVEY, M.D., M.R.I.A., &c. 
Boyal 4to. Part I. Melanospermese, with 12 Coloured Plates, 
15$. ; Part 11. Bhodospermeee, with 24 Coloured Plates, 90$. 

Terra Lindisfamensis. The Il^aturaL History of the 

Eastern Borders. By aEOEGE JOHNSTON, M.D., &o., &c. 
This volume embraces the Topography and Botany ; and gives 
the popular Names and Uses of tiie Plants, and the Customs and 
Beliefs which have been associated with them. The chapter on 
the Fossil Botany of the district is contributed by George Tate, 
F.G-.S. Illustrated with a few Woodcuts and 15 Plates, 8vo, 
10s. 6d. , 

History of British Ferns. By EDWABJ) NEWMAN. 

Comprising imder each Species, Figures, detailed Descriptions, 
an ample list of Localities, and minute Listructions for Culti- 
tating. 8vo, IBs. 

Walks after Wild Flowers ; or the Botany of the Bohe- 
reens. By RICHAED DOWDEN. Foolscap 8vo, 48. 6(?. 

Synopsis of the British DiatomacesB ; with Eemarks on 

their Structure, Functions, and Distribution ; and Ins truc tions for 
Collecting and Preserving Specimens. By the Rev. Wi TiIiTATlf 
SMITH. The Plates by Tupfen West. In 2 vols, royal 8vo ; 
Vol. 1. 21«. ; Vol. II. 308. 

GEOLOGY, MINERALOGY, CHEMISTBY. 

Handbook of Chemical Manipulation. By 0. GEEYtLLE 

WILLIAMS, Lecturer on Chemistry in the Normal College, 
Swansea, late Principal Assistant in the Laboratory of the Uni- 
versity of Glasgow. Post 8vo, with very numerous Woodcut 
niustrations, lbs. 

Manual of the Mineralogy of Great Britain and Lreland. 

By ROBERT PHILIP GREG, F.G.S., and WILLIAM G. 
LETTSOM. 8vo,' with numerous Woodcuts. Nearly ready. 

JOHN VAN VOORST, 1 PATERNOSTER ROW. 



6 BOOKS PULIBSHED BY MB. VAN VOOBST. 

_^B__Ma^M.l _ _ I I ■ , . -■ ^ I I, ■ ■ Ml 1 rT-TT' 

Elemeiitaiy Course of Geology, Mineralogy, and Physical 

Geography. By DAVID T. ANSTED, MJL, F.B.S., F.G.S., 
&c., Consulting Mining Engineer, Honorary Fellow of King's 
College, London, Lecturer on Mineralogy and Geology at the 
H.E.I.C. Mil. Sem. at Addiscomhe, late Fellow of Jesus College, 
Camhridge. A Second Edition, post 8vo, with many Illustra- 
tions, 128. 

The Ancient World. By Professor ANSTED. Second 

Edition, post Svo, 10s, 6^., with 149 Illustrations. 

** The work may be described as an outline of the history of vegetable and 
animal life upon the globe, from the earl^ age when there were only 
■ea- weeds and marine invertebrates as yet in existence, down to the era 
when the mammals received among them the king of species, Man. By 
his intimate acquaintance with the subject,' and power of arrangenient 
and description, Professor Ansted succeeds in producing a narration, 
which tells in its entire range like a romance." — Manchester Examiner, 

Gold-Seeker's Mannal. By Professor ANSTED. Fools- 
cap 8yo, Ss, Qd. 

Geologist's Text-Book. Chiefly intended as a Book of 
Beferenoe for the Geological Student. By Professor AN^STED. 
Foolscap 8yo, 3^. 6d. 

Notes on the Geology and Chemical Composition of the 

various Strata in the Isle of Wight. By CAPTAIN L. L. 
BOSCAWEN IBBETSON. With a Map in ReHef, coloured 
' Geologically, 8vo, 7«. Qd, 

History of British Fossil Hira,TnTnalfl and Birds. By Pro- 
fessor OWEN. This volume is designed as a companion to that 
by Professor Bell on the (Becent Mammalia) * British Quadru- 
peds and Cetacea.* 8vo, with 237 Illustrations, ^£1 lis. 6d., or 
large paper (royal 8vo), £3 3s, 

Description of the Skeleton of an Extinct Gigantic Sloth 

(Mylodon robustus). With Observations on the Osteology, 
Natural Affinities, and probable Habits of the Megatherioid Qua- 
^peds in general. By RICHARD OWEN, F.R.S., &c. 4to. 
£1 12s. 6d, 

Geological Inquiry respecting the Water-bearing Strata 

of the Country around London, with reference especially to the 
Water Supply of the Metropolis, and including some Remarks 
on Springs. By JOSEPH PBESTWICH, Jun., F.G.S., Ac. 
8vo, with a Map and Woodcuts, 8s. 6d. 

Omphalos. An Attempt to Untie the Geological Kijot. 

By p. H. aOSSE, F.R.S. In this work the author aims to over- 
throw the received conclusions of geologists as to the remote an- 
tiqmty of the earth, by the enunciation and illustration of a grand 
physical law, hitherto unrecognized, the law of Prochronism in 

w^'loTeS^''''' ^"^ ®^^' PP* ^^^' ^^^ ^ Illustrations on 
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WOBES ON GENERAL NATURAL 

HISTOEY, &c. 

The MicrograpMc Dictionary : a Guide to the Examination 

and Investigation of the Structure and Nature of Mieroseopio 
Objects. By Dr. GRIFFITH and Professor HENFEEY. lUus- 
trated by 41 Plates, each with numerous Figures, some coloured, 
and 816 Woodcuts, 777 pages, 8vo, £2 5s, 

Observations in Natnral History; with a Calendar of 

Periodic Phenomena. By the Rev. LEONARD JENYNS, 
M.A., F.L.S. Post Svo, 10s. 6d, 

The Sea-side Book : an Introduction to the Natural History 
of the British Coaats. By W. H. HARVEY, M.D., M.R.I.A., &c. 
With a Chapter on Fish and Fish Diet, by YARRELL. 
Foolscap Svo, with 83 Woodcut Illustrations, 4th Edition, 6«. 

Natural History of Animals: being the substance of 

Three Courses of Lectures delivered Ijefore the Royal Institution 
of Great Britain. By T. RYMER JONES, F.R.S., Professor of 
Zoology in King's College, London. Post 8vo. Vol. I. with 105 
Illustrations ; Vol. II. with 104 lUustrations, 12s. each. 

General Outline of the Organisation of the Animal King- 
dom, and Manual of Comparative Anatomy. By T. RYMER 
JONES, F.R.S., Professor of Comparative Anatomy in King's 
College, London ; late Fullerian Professor of Physiology to the 
Royal Institution of Great Britain, &c. &c. Second Edition, Svo, 
884 pages, 400 Woodcuts, ^1 lis. Od, 

First Steps to Anatomy. By JAMES L. DEUMMOND, 

M.D., Professor of Anatomy and Physiology in the Belfast Royal 
Institution. With 12 Illustrative Plates. 12mo, 5s. 

Great Artists and (Jreat Anatomists : a Biographical and 

PMlosophical Study. By R. KNOX, M.D., F.R.S.E. Post Svo, 
6s. 6tf?. 

Anatomical Manipulation ; or, The Methods of pursuing 

Practical Investigations in Comparative Anatomy and Physio- 
logy.. Also an Introduction to the Use of the Microscope, &c. 
By ALFRED TULK, M.R.C.S., M.E.S. ; and ARTHUR HEN- 
FREY,F.L.S.,M.Micr.S. With IlluBtrative Diagrams. Foolscap 
Svo, 9s. 

ninstrations of Instinct, deduced from the Habits of 

British Animals. By JONATHAN COUCH, F.L.S., Member 
of the Royal Geological Society, and of the Royal Institution of 
ComwaU, &o. Post Svo, Ss. 6d, 

JOHN VAN VOORST, 1 PATERNOSTER BOW. 
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The Powers of the Creator Displayed in the Creation ; 

or, ObserystionB on life amidst the yarious forms of the Humblar 
• Tribes of Animated Nature ; with Practical Comments and Illus- 
trations. Bv Sir JOHN GBAHAM DALYELL, Knt and Bart. 
In 2 vols. 4to, containing numerous Plates of living subjects, 
fine \j coloured, £8 8». 

Bare and Remarkable ATi4nm.la of Scotland, with Prac- 
tical Observations on their Nature. By Sir JOHN GRAHAM 
DALYELL, Knt. and Bart. In 2 vols. 4to, containing 110 
Coloured Plates, drawn from the living subjects, £G 68. 

On the Variation of Species, with especial reference to the 

Insecta ; followed by an Inquiry into the Nature of Gtenera. By 
T. VEENON WOLLASTON, M.A., F.L.S. Post 8vo, 5s. 

" No compound of thU earthly ball 
Ii like another, all in all." — Tetm^son. 

tCannal of Natural History for the Vse of Trayellers ; 

being a Description of the Families of the Animal and Vegetable 
Kingdoms, witn Bemarlts on the Practical Study of Gbology and 
Meteorology. To which are appended Directions for Collecting 
and Preserving. By ARTHUR ADAMS, M.R.C.S. ; W. BAL- 
FOUR BAIKIE, M.D. ; and CHARLES BARRON, Curator 
of the Royal Naval Museum at Haslar. Post 8vo, 12s. 

Familiar Introduction to the Study of Polarized Light. 

By CHARLES WOODWARD, F.R.S. 8vo, Illustrated, Ss. 
Second Edition. 

tetters of Eusticus on Natural History. Edited by 

EDWARD NEWMAN, F.L.S., F.Z.S., ifec. 8vo, Ss. Qd. 

Natural History of the Varieties of fi[aa. By HOBEET 

GORDON LATHAM, M.D., F.R.S., Fellow of King's College, 
Cambndge; Vice-President of the Ethnological Society of Lon- 
don; Corresponding Member of the Ethnological Society of New 
York. 8vo, lUustrSted, ^£1 U, 

Other Works on Ethnology, by Dr. Latham. 

Ethnology of Europe. Foolscap 8yo, 5«. 
Ethnology of the British Islands. Foolscap 8vo, 5*. 
^*Ws5 slo^^ ^^^ Colonies and Dependencies. 
Man aad his Migrations. Foolscap 8yo, &. 

'^^S^'^J^' its History, Physical, Ecclesiastical and 
J*fg^. By J. a CUMMINa, MJL, F.a.S. PoetSYO, 

jomr VAii rooBOT, i PATBBNos^nm mm. 
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Handbook to the Marine Aquarium: containing Frad- 

tical InstractionB for Constaracting, Stocking, imd Maintaining a 
Tank, and for Collecting Plants and Animab. By P. H. QOSSe, 
A.L.S. Foolscap 8to, 2s. Qd. ' 

Mr. Gosse^s Manual of Marine Zoology of the British 

Isles. Parts I. and II., price 78. 6d. each. 

A Katuralist's Bambles on the Bevonshire Coast. 

By P. H. aOSSE, A.L.S. With 28 Lithographic Plates, some 
coloured, post Svo, One Gtiinea. 

Th6 Aquarium ; an Unreiling of the Wonders of the 
Deep Sea. By P. H. GOSSE, A.L.S. Post Svo, lUustrated, 
17s. 

The Canadian Naturalist. By P. H. GOBSE, A.L.S. 

With 44 Illustrations of the most remarkable Animal and 
Yegetable productions. Post Byo, 128. 

Tenby ; a Seaside Holiday. By P. H. GOSSE, A.L.S. 

Post 8yo, 400 pages, with 24 Coloured Plates, 2l8. 

ITatural History of the County of Stafford ; comprisiug 

its Geology, Zoology, Botany, and Meteorology : ^so its Antiqui- 
ties, Topography, Manufactures, &c. By ROBEET GARNER, 
B^.L.S. ^ 8to, with a Geological Map and other Ulustratjons, 2l8. 

The Natural History of Selbome. By the late Rev. 

GILBERT WHITE, M.A. A New Edition, with Notes by the 
Roy. LEONARD JENYNB, M.A., F.L.S., &c. i with 26 IUub- 
trations, foolscap 8to, 78. Qd. 

Contributions to the Natural History of Labuan, aad the 

adjacent CkMists of Borneo. By JAMES MOTLEY, of Labuan, 
and LEWIS LLEWELLYN DILLWYN, M.P., F.L.S., &c. 
Part I„ 62 pages, 8yo, with 12 Coloured Plates, lOs. Qd. 

Travela in Lycia, Milyas, and the Cibyratis, in company 

with the late Rev. E. T. Daniell. By Lieut. SPRATT, R.N., and 
Professor EDWARD FORBES. Two vob. 8vos with numerous 
lUustrations, includinff Views of the Scenenr, Plans of Ancient 
Cities and Buildings, rlates of Coins and Inscriptions, Cuts of 
Rock Tombs, Fosbus, and Geological Sections, and ah original 
Map of Lyda. SQ8. 

Scenery, Science, and Art ; being Extracts from the Note- 
book of a Geologist and Mining Engineer. By Professor D. T. 
ANSTED, M.A., F.R.S., &c. Svo, with Woodcuts and Four 
Views in tinted lithography, lOs. Gd, 

Bibliographical Catalog^ie of Privately Printed Books. 

By JOHN MARTIN, F.S.A. Second Edition, Sro, 2U 
/OHK VAN V00B6T, 1 PATBENOSTflB BOW. 



12 BOOKS PUBLISHED BY MB. VAN VOORST* 
Practical Meteorology. By JOHN DREW, Ph.D., 

F.It.A.S., Corresponding Member of the Philoflophical In«titate 
of BA,le. Foolscap Svo, with 10 lUostratiye Plat^, 5^. 

Healthy Respiration. By STEPHEN H. WARD, M.D. 

Foolscap 8vo, Is. 6<?. 

EveBing Thoughts. By a PHYSICIAN. Post 8vo, 

Second Edition, 48. 6d. 

** We cannot help expressing a wish that these * Evening Thoughts * may 
not be the only contributions to general literature that we may nave £rom 
a mind so powerful, so cultivated, and so gentle as that of the Physician 
whose pages we now dose." — Guardian, 

ninstrations of Arts and Manufactures ; being a Selection 

from a Series of Papers read before the Society for the Encou- 
ragement of Arts^ Manufactures, and Commerce. By ABTHUR 
AIKIN, F.L.S., F.a.S., Ac., lato Secretory to that Institution. 
Foolscap 8vo, 8«. 

The Poor Artist; or, Seven Eye-Sights and One Object. 
" SCIENCE IN FABLE." Foolscap 8to, with a Frontispiece, 
6s, 

Sunday Book for the Yonng; or, Habits of Patriarchal 

Times in the East With Woodcuts, 25. Qd. 



Other Books for Young Persons, hy Anne BvUar, 

Domestic Scenes in Greenland and Iceland. With 

Woodcuts, 2& Second Edition. 

Every-Day Wonders ; or, Facts in Physiology which 

all should know. With Woodcuts, 2s. 6c?. 

England before the Norman Conquest. 2$, 6d, 
Elements of Practical Knowledge ; or, The Young Inquirer 

Answered. Explaining in Question and Answer, and in familiar 
language, what most things daily used, seen, or talked of, are ; 
what they are made of, where found, and to what uses applied. 
Including articles of food and aliment ; miscellanies in common 
use ; metals, gems, jewellery ; and some accoimt of the principal 
inventions and most interesting manufactures. Second Edition) 
18mo, with iQlustrations, 38. cloth. 

The Ground beneath us ; its Geological Phases and 

Changes. Three Lectures delivered at Clapham. By JOSEPH- 
PEESTWICH, F.E,S., F.a.S. &c. 8vo. In a few days. 
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AECHITECTUEE AND THE PINE AETS, &c. 

Instnimexita Ecclesiastica ; a Series of Working Designs, 

engraved on 72 Plates, for the Furniture, Fittings, and Decora- 
tions of Churches and their Precincts. Edited hy the Ecolesio- 
logical, late Cambridge Camden Society. 4to, £1 lis. 6d. 
The Second Series contains a Cemetery Chapel, with Sick-house and 
Gkiteway Tower — ^A Wooden Church — ^A Chapel School — Schools 
and School-houses — A Village Hospital — An Iron Church — ^And 
Designs for Funeral Fittings, for Timber Bel&ies, and for a 
Variety of Works in Metal, Wood, and Stone. Price also 
£1 lis. 6d. 

Manual of GotMc ArcHtectnre. By F. A. PALEY, M.A. 

With a full Account of Monumental Brasses and Ecclesiastical 
Costume. Foolscap 8vo, with 70 Illustrations, 6s. 6<?. 

" To the student of the architecture of old English churches this beautiful 
little volume will prove a most acceptable manual. The two chapters 
on * * * form an epitome of the whole subject, so lucid, concise, and 
complete, that it may be regarded as a model of succinct and clear ex- 
position. Both in description and analysis, Mr. Paley is remarkable for 
neatness and perspicuity ; his style is terse and precise, yet withal easy 
and elegant. The examples, engraved bv Thurston Thompson, are the 
perfection of wood engraving, as applied to architecture : exact in de- 
tul, picturesque in effect, and cut with equal firmnesi and delicacy.' ' — 
Spectatw* 

iBaptismal Fonts. A Series of 125 Engravings, examples 

of the different periods, accompanied with Descriptions; and 
with an Introductory Essay. By F. A. PALEY, M.A., Honorary 
Secretary of the Cambridge Camden Society. Svo, One Qxdnea. 

Treatise on the Rise and Progress of Decorated Window 

Tracery in England. By EDMUND SHARPE, M.A., Architect. 
Svo, Illustrate with 97 Woodcuts and Six Engravings on steel, 
10s. M. And— 

A Series of lUnstrations of the Window Tracery of the 

Decorated Style of Ecclesiastical Architecture. Edited, with de- 
scriptions, by Mr. SHABPE. Sixty Engravings on steel^ Svo, 21s. 

Architectural Parallels ; or, The Progress of Ecclesiastical 

Architecture in England, through the Twelfth and Thirteentli 
Centuries, exhibited in a Series of Parallel Examples selected 
from Abbey Churches. By EDMUND SHARPE, M.A. 121 
Plates in tinted outline, eaoi 18 in. by 12 in., half mor., £1Z 13s.> 
or large paper, ;£16 IDs. 

Heraldry of Pish. By THOMAS MOULE. The Engra- 

Tings, 205 in number, are from Stained Q-lass, Tombs, Sculpture, 
and Carving, Medals and Coins, Bolls of Arms, and Pedij^ees. 
Svo, 21s. A few on large paper (roy4L Svo) for colouring, ;& 2s. 

JOHN VAN YOOBST, I PATEBNOSTEB BOW. 
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» 

Manual of Gothic IColdingB. A Practical Treatise on 

^bm ianDBiitmaf gradual development, eomhmationa, and varift- 
ties ; with full directioiis far copying them, and for determining 
their datet. Bliirtrated by nearlr 600 eumplet. 3j ¥• A, 
PATiKY/MjL Second Edition, 8to, 7«. 6<i. 



** UooldingB ne ttie tholaniliip of Mrh iUcUiw . The imifirt it a i 
learned woik, and duplaja aa amount of practical kno^edge wludi 
thoae who know the dimciilties of the aalgect alone can iqf^icdata.*'— 

Gray's Elegy in a Country Chnich-Yard* Each Stanza 

illustrated with an engraTing on wood, from 33 anginal drawingB. 
El^gantLy printed, in port 8yo, 9s. doth. 

A Polyglot Edition of this yolnme, with interpaged Tranalations in 
the Greek, Latin, German, Italian, and French languages. 12s. 

Gray's Bard. With Illustrations by the Hon, Mr. JOHN 
TALBOT. PostSvo, 7a. 

Shakspeare's Seven Ages of Kan. Hlnstrated by Wm. 

MTJLREADY, KA,; J. CONSTABLE, EJL; SIR DAVID 
WILKIE, RA; W. COLLINS, BA; AB.CHALON, RA; 
A COO PER , B.A.; SIB A W. CALLCOTT, BJL ; EDWIN 
LANDSEEB,BA«; W. HH/rON, BJL PostSro, 6s. Afew 
copies of the First Edition in 4to remain for bbIo. 

The Vicar of Wakefield. With 32 Illustrations by WIL- 
LIAM MULREADY, R A ; engraved by JOHN THOMPSON. 
Square 8yo» 10s. 6<^. 

"And there are aome deaifnu in the Tolume in whieh art may Justly boast 
of hanng added loaiethinf to even the ffigmaite fiuacy of GoUsmith." 
— Exammer. 

The Fanner's Boy a nd ot her Rural Tales and Poems. 

By ROBERT BLOOMFIELD. Foolscap 8to, 7s. 6<I. A few 
copies on large paper, to correspond with tiie edition of *The 
Vicar of Wakefield,' lately illustrated hy WILLIAM MUL- 
READY, R A With 13 lUustrations by Sidney Cooper, Hors- 
ley, Frederick Tayler, and Thomas Webster, A.R.A. 

Watts's Divine and Moral Songs. Ti^th 30 niustrations 

by C. W. COPE, ARA. ; engraved by JOHN THOMPSON. 
Square 8vOj 7s. 6d. ; copies boimd in morocco, One Guinea. 

The Economy of Human Life. In Twelve Books. By R, 

DODSLEY. With Twelve Plates, engraved on steel, from ori- 
ginal designs, by Frank Howard, Harvey, Williams, &c. 18mo, 
gilt edges, 5s. 

Fifty-two Wnd Flowers. By LADY WILKINSON. 

Post 8vo, with Coloured Engravings and Woodcuts. At Press. 

History of the Principal Treaties of Medieval and 

Modem Times. By E. S. CREASY, M.A, Professor of Ancient 
and Modem History in University College, London ; late Fel- 
low of King's College, Cambridge. Jn preparation. 

JOHN VAN VOOBST, 1 PATOBHQSTEB »0W. 
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NATURAL HISTORY OP THE BRITISH ISLES. 



This Series of Works is lUusirated by many Hundred Engravings: 
every Species has been Drawn and Engraved under the immediate 
inspection of the Authors ; the best Artists have been employedf and 
no care or expense has been spared. 
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